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SUPERIOR COURT OF WASHINGTON FOR PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY

LIVING TRUST, GARY GRENDAHL, NO. 04210247 8
JOANN GRENDAHL, OLYMPIC

CASCADE TIMBER, INC., a Washington AFFIDAVIT OF STEVEN W.
Corporation, GM JOINT VENTURE, a DAVIES RE JOINDER IN
Washington Joint Venture Partnership, DEFENDANTS BRYNE’S
ROBERT R. MITCHELL, INC., a AND REID’S MOTION FOR
Washington corporation, SUMMARY JUDGMENT

, FOR DISMISSAL OF
Plaintiff, PLAINTIFF’S CLAIMS
VS.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE DOE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife,; ROBERT COLEMAN and
JANE DOE COLEMAN; THOMAS H.
OLDFIELD and JANE DOE OLDFIELD,
husband and wife; NW, LLC, a
Washington Limited Liability Company,

Defendants.

STATE OF WASHINGTON )
. SS.

County of Pierce )
Steven W. Davies, being first duly sworn upon oath deposes and states as follows:

Attached hereto is the original signature page signed by Mike Price of Joint Declaration of

Mike Price and Tom Price in Support of Joinder in Defendants Byme’s and Reid’s Motion for

AFF OF STEVEN W. DAVIES RE JOINDER COMFORT, DAVIES & SMITIH, P.S.
1901 65™ Avenue West, Suite 200

-1
. . . Tacoma, Washingion 98466-6225
[swd\04516\davies.aff re joinder] (253) 565.3400 « Fax (253) 564-5356
E-mail - Attorneys@cdsps.com
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Summary Judgment for Dismissal of Plaintiffs’ Claims which was filed with the court on April 28,

2006.
Further your affiant sayeth naught.

STEVEN W. DAVIES

SUBSCRIBED and SWORN to before me this 3™ day of May, 2006.

W\C". NI

o, NOTARY PUBLIC in and for the state of
‘,s\‘*& Lagpy Washington, residing at: i
& AN e -, % My commission expires:__/p —~Rf ~0F
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AFF OF STEVEN W, DAVIES RE JOINDER COMFORT, DAVIES & SMITFI, P.S.
-2 1901 65* Avenue West, Suite 200
. . s , Washi 98466-
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SUPERIOR COURT OF WASHINGTON FOR PIERCE COUNTY

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY

LIVING TRUST, GARY GRENDAHL, NO. 042 10247 8
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC., a Washington JOINT DECLARATION OF
Corporation, GM JOINT VENTURE, a MIKE PRICE AND TOM
Washington Joint Venture Partnership, PRICE IN SUPPORT OF
ROBERT R. MITCHELL, INC,, a JOINDER IN DEFENDANTS
Washington corporation, BYRNE’S AND REID’S
o MOTION FOR SUMMARY
Plaintiff, JUDGMENT FOR
DISMISSAL OF
vs. PLAINTIFFS’ CLAIMS

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE DOE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; ROBERT COLEMAN and
JANE DOE COLEMAN; THOMAS H.
OLDFIELD and JANE DOE OLDFIELD,
husband and wife; NW, LLC, a
Washington Limited Liability Company,

Defendants.

COME NOW, Mike Price and Tom Price, defendants in the above-captioned matter,

and declare as follows: '
This declaration is based upon personal knowledge, subsequent to review of records

and files herein, and in support of joinder in defendants Byme’s and Reid’s Motion for

Summary Judgment for Dismissal of Plaintiffs’ Claims.

JOINT DECLARATION OF MIKE PRICE AND COMFORT, DAVIES & SMITH, P.S.

TOM PRICE IN SUPPORT OF JOINDER -1 1901 65" Avenue West, Suite 200
Tacoma, Washington 98466-6225

{swd\04516\price dec.yomdgr] (253) 565-3400 « Fax (253) 564-5356
E-mail - Attomeys@cdsps.com
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Both Mike Price and Tom Price were members of NW, LLC. Neither were managers
of this LLC and neither were involved with day-to-day operations. Further, said defendants
were not members of NWCLF, LLC, and were not members of Loan Holdings, LLC.

Mike Price and Tom Price had no knowledge and had nothing to do with the
assignment of loans from NW, LLC to NWCLF, LLC. More specifically, said defendants
had nothing to do with the assignments of deeds of trust and notes concerning Graham
Square dated January 18, 1998, February 25, 1999, and November 27, 1999.

In addition to the above, said defendants did not benefit personally in any way
relative to the transactions involved with plaintiffs’ claims.

We declare under the penalty of perjury of the laws of the State of Washington that
the foregoing 1s true and correct.

Dated this day of April, 2006

P =

MIKE PRICE™

TOM PRICE

JOINT DECLARATION OF MIKE PRICE AND COMFORT, DAVIES & SMITI, P.S.
1901 65" Avenue West, Suite 200

TOM PRICE IN SUPPORT OF JOINDER -2 T N . S
. .y acoma, Washington 98466622
[swd\04516\price dec.joinder} (253) 565.3400 - Fax (253) 564-5356

E-mail - Attomeys@cdsps.com
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SUPERIOR COURT OF WASHINGTON FOR PIERCE COUNTY

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY

LIVING TRUST, GARY GRENDAHL, NO. 04210247 8
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC., a Washington DECLARATION OF TOM
Corporation, GM JOINT VENTURE, a PRICE IN SUPPORT OF
Washington Joint Venture Partnership, DEFENDANTS’ PRICE
ROBERT R. MITCHELL, INC,, a MOTION FOR AN AWARD
Washington corporation, OF REASONABLE
o EXPENSES, INCLUDING
Plaintiff, ATTORNEY’S FEES AND
COSTS
Vs.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE DOE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; ROBERT COLEMAN and
JANE DOE COLEMAN: THOMAS H.
OLDFIELD and JANE DOE OLDFIELD,
husband and wife; NW, LLC, a
Washington Limited Liability Company,

Defendants.

COMES NOW Tom Price and declares as follows:

This declaration is based upon personal knowledge, subsequent to review of records

and files herein, and in support of Defendants’ Price Motion for an Award of Reasonable

Expenses, Including Attorney’s Fees and Costs.

DECLARATION OF TOM PRICE IN SUPPORT COMFORT, DAVIES & SMITH, P.S.
1901 65" Avenue West, Suite 200

OF DEFENDANTS’ PRICE MOTION FOR AN T Wash

. acoma, Washington 98466-6225
AWARD OF REASONABLE EXPENSES, (253) 565-3400 * Fax (253) 564-5356
INCLUDING ATTORNEY’S FEES & COSTS -1 E-mail - Attorneys@cdsps.com
[swd\04516\price.dec re motion for fees]
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On February 6, 2006, I met with plaintiff’s counsel for the purpose of reviewing all

documents and answering any questions he might have.

all questions. At the end of this meeting, [ again requested dismissal from this lawsuit. It

was, for no justifiable reason, refused.

I declare under penalty of perjury of the laws of the State of Washington that the

foregoing is true and correct.

Dated this day of June, 2006 .

I candidly and truthfully answered

TOM PRICE

DECLARATION OF TOM PRICE IN SUPPORT
OF DEFENDANTS’ PRICE MOTION FOR AN
AWARD OF REASONABLE EXPENSES,
INCLUDING ATTORNEY’S FEES & COSTS -2
[swd\04516\price.dec re motion for fees]

COMFORT, DAVIES & SMITH, P.S.
1901 65™ Avenue West, Suite 200
Tacoma, Washington 98466-6225

(253) 565-3400 - Fax (253) 564-5356
E-mail - Attorneys@cdsps.com




COMEED 00013 PM PRIUM DEVELOFMENT Fii Mo RIEAA0NA b 0000

Om February 6, 2006, I met with plaintiff’s counse] for the purpose of reviewing all
&ocumcnts and answering any questions he might have. Tcandidly and truthfully answered
aIl questxons. At the end of this meeting, I again requested dismissal from this lawsuit. It
was for no justifiable reasomn, refused.

T declare under pepalty of perjury of the laws of the State of Washington that the

£®1’cgomg is true and correct.
Dated this l@ day of June, 2006 .

N
TOM PRI

DECLARATION OF TOM PRICE IN SUPPORT COMFORT, DAVIES & SMITH, P.5.
OF DEFENDANTS' PRICE MOTION FOR AN ;m”y?“mg :m ig

g Ashingion -
SWARD OF REASONABLE EXPENSES, (253) 565.3400 - Fax. (253) S66.5356
_INCLUDEIG ATTORNEY'S FEES & COSTS -2 Emi] - Altemeys@edsps.com

- [swd\04516\prica.dec re motion for fees}
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Judge Katherine M. Stolz
Hearing Date: May 12, 2006
Hearing Time: 9:00 AM

IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
IN AND FOR THE COUNTY OF PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY
LIVING TRUST, GARY GRENDAHL,
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC., a Washington
Corporation, GM Joint Venture, a
Washington Joint Venture Partnership,
ROBERT R. MITCHELL, INC,, a
Washington Corporation; TIMOTHY
JACOBSON, HILARY GRENVILLE,

Plaintiffs,

V.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE ROE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; THOMAS H. OLDFIELD and
JANE DOE OLDFIELD, husband and
wife; NW, LLC a Washington Limited
Liability Company,

Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

NO. 04-2-10247-8

DECLARATION OF ROBERT COLEMAN
IN RESPONSE TO DEFENDANTS’
MOTIONS FOR SUMMARY JUDGMENT

DECLARATION OF BOB COLEMAN — 1
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Larson Hart & Shepherd

Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101

TEL 206.340.2008 - FAX 206.340.1962
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[, Robert Coleman, hereby declare as follows:

1. ['am competent to testify and make the following statements based
upon my own personal knowledge and review of documents.

2. [ was a member and manager of an entity known as NW, LLC until my
resignation in or about January of 2001. The members of NW, LLC were myself,
Kevin Byrne, James Reid, Mike Price and Tom Price. Kevin Byrne was a co-manger
of NW, LLC and also had the title of “CEQ” - chief executive officer. NW, LLC was
formed after NW Community Bank was sold in 1995. Kevin Byrne, Mike Price,
James Reid and I were included in the original group of founders and directors of
NW Community Bank. Kevin Byrne was the CEO of this bank and responsible for
overseeing all lending operations. My primary responsibilities at NW Community
Bank were operations and administration (all the non-lending areas of the banking
business).

3. NW, LLC was set up to acquire real estate loans, securitize them and
sell the loans on the market. As originally envisioned, NW, LLC was going to
originate some loans as well, but that aspect of the business never really panned out.

4, A little background about myself, before I go on to other issues. I have
worked in the banking and finance industry for approximately 37 years. However,

the vast majority of my experience relates to administrative, accounting and

Larson Hart & Shepherd

Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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5. From the outset of the formation of NW, LLC it was always clear that
this was Kevin Byrne’s business. He called all the shots. He was the only one of the
members who had any meaningful experience in the real estate lending industry.

6. Throughout my tenure as a member, manager and officer of NW, LLC,
I never signed off on any agreements or contracts of any significant nature without
Kevin Byrne’s express knowledge, consent and approval. This is especially true
regarding the transfers of any significant funds or the execution of any
documentation which affected a particular loan or loan portfolio. These types of
matters, in particular, were done at the direction and with the approval of Kevin
Byrne.

7. Kevin Byrne set up a new LLC in or about 1998 known as NW
Commercial Loan Fund, LLC (“"NWCLE”). NW, LLC was to be the manager of this
new entity. In reality, Kevin was the effective manager and sole decision-maker of
NWCLF. He made or approved all the investment decisions and approved or
directed all loan disbursements. To my knowledge, no significant activity was
undertaken on behalf of NWCLF without Kevin Byrne’s express knowledge,
consent, or approval. In fact, to the best of my knowledge, the vast majority of any
business decisions regarding NWCLF were done at the specific direction of Kevin

Byrne. Based on my experience, NWCLF did not enter into any significant

Ig %arsmt I;ILaCrt & Shepherd
ttorneys At Law PLL

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101

DECLARATION OF BOB COLEMAN — 3 TEL 206.340.2008 - FAX 206.340.1962
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transactions without Kevin Byrne's express approval (and most often at his specific
direction).

8. I'have read the Declaration of Kevin Byrne, submitted in this action in
support of his summary judgment motion. It is full of half-truths and outright
fabrications. At paragraph 8 of his declaration, he contends that Steven Hansen (a
one-time CFO of NW, LLC) and I assigned deeds of trust from NW, LLC to NWCLF
and that this was done without Kevin Byrne’s knowledge or approval. This is
untrue. Any assignments that either I or Steven Hansen executed were done at the
specific direction of Kevin Byrne. He knew these deeds of trust were being assigned
because he directed this to be done. For Mr. Byrne to suggest that he was not aware
of these assignments is simply flat out false. At the time, both Steve and I trusted
Kevin Byrne. Kevin has a lot of experience in the banking industry and in the real
estate lending industry in particular. I naively followed his instructions, trusting
that he knew what he was doing. As I learned later, Kevin was a master at getting
other people to unwittingly take actions that were not appropriate - in an effort to
cover his tracks and insulate himself from liability for his wrongful acts.
Unfortunately, until late 2000, I had no idea that the proverbial fox (Byrne) was
running the henhouse (NW, LLC) and I routinely signed and approved documents

at Kevin's direction. I now regret many of those actions.

S Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730

SEATTLE, WA 98101

TEL 206.340.2008 - FAX 206.340.1962

DECLARATION OF BOB COLEMAN - 4 e e
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because T trusted hlmand respected his lexlﬁng knowledge. I now regret many of
those actions.

9. NW, LLC became involved in what was known as the “Graham Square
Project” in or about 1995. This was one of Kevin Byrne's pet projects. It was a series
of contiguous parcels of property in Graham, Washington. The owner/developer,
Al Olsen, intended to construct a shopping center and other commercial businesses
at this location. Kevin worked very closely with Al Olsen on this project. On Kevin
Byrne’s advice NW, LLC loaned several million dollars on this project, as a
secondary lender behind the construction lender (who I believe was West Coast
Bank). This project was the subject of frequent discussions at NW, LLC member
meetings. It proceeded slower than expected and was costing much more money
than expected. The developer began to have problems with the project early on.
Despite this fact, Kevin Byrne repeatedly assured the other members of NW, LLC
that the Graham Square Project was a winner and that NW, LLC’s loans were secure.
On or about 1997, at a member meeting of NW, LLC, it was agreed that NW, LLC
would attempt to pull out of the Graham Square Project by the end of the year. It
was envisioned that a new LLC would be formed comprised of the members of NW,
LLC and that this new LLC would acquire NW, LLC’s interest in the Graham Square
Project. Attached hereto and incorporated by reference as EXHIBIT A is a true and

correct copy of NW, LLC Member Meeting Minutes that I prepared on or about

g AI:arSOIi I;Iitgt & Shepherd
ttorneys At Law

ONE UNION SQUARE
600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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September iO, 199A7A. To the best of my knowledge these minutes accurately
summarize the discussions held at that time. The decision was made to form a new
LLC to buy out NW, LLC’s “equity” position in the Graham Square Project.

10. At this same meeting, NW, LLC approved a resolution, on Kevin
Byrne's advice, to have the individual members of NW, LLC acquire NW, LLC's
ownership interest in the entities that owned the Graham Square Project (Graham
Square I, LLC and Graham Square II, LLC). Attached hereto and incorporated by
reference as EXHIBIT B is a true and correct copy of the resolution entered into
September 10, 1997 on behalf of NW, LLC whereby Kevin Byrne, Mike Price, Tom
Price, Jim Reid and I acquired an ownership interest in the LLCs that owned the
Graham Square Project.

11. NW, LLC members met again on or about November 12, 1997.
Attached hereto and incorporated by reference as EXHIBIT C is a true and correct
copy of the minutes that I prepared from this meeting. To the best of my knowledge
these minutes accurately summarize the discussions at that meeting. Of note, Kevin
Byrne requested at that meeting that the Graham Square Project be removed from
NW, LLC’s agenda and that project updates would be discussed at separate partner
meetings.

12.  Kevin Byrne has a longstanding professional (and I believe personal)

relationship with attorney Tom Oldfield. Mr. Oldfield represented NW, LLC, Kevin

Attorneys At Law PLLC
ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730

SEATTLE, WA 98101
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Byrne;nd I bLll(_\L NWC LF sil%lultaneously. Mr. Oldfield attended many NW, LLC
member meetings, especially in late 2000, when NW, LLC started to experience
financial difficulties. Mr. Oldfield was in almost constant contact with Kevin when
NW, LLC began to unwind, starting in or about December of 2000.

13.  Attached hereto and incorporated by reference as EXHIBIT D is a true
and correct memo I wrote on or about 12/8/00 where I outlined the serious
concerns I had about Mr. Oldfield and his conflict of interest. For some reason the
copy of this memo got chopped up, so that portions of it are duplicated on the
various pages. However, the entire memo does appear to be included on EXHIBIT
D and I believe that it accurately reflects, when read as a whole, the memo I wrote in
December 2000. At this time, he was still representing NW, LLC, NWCLF and
Kevin Byrne, personally. It had become apparent by this time that Kevin Byrne had
duped all of the members in NW, LLC. I learned that Kevin had misappropriated
funds for his personal benefit and made various misrepresentations about the actual
financial condition of the company to the members and to third parties. The conflict
of interest for Mr. Oldfield was brought to his attention at more than one meeting.
Oldfield insisted that he did not have a conflict and did not need to withdraw from
representing NW, LLC (or NWCLF for that matter). However, at the direction of
Byrne, Oldfield withheld critical information from me and other NW, LLC members

and blocked our ability to hold a special member meeting to confront Mr. Byrne

Attorneys At Law PLLC
ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730

SEATTLE, WA 88101
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with our concerns. Mr. Oldfield’s actions certainly contributed to Kevin Byrne's

opportunity to gain more time to cover his tracks and to further insulate himselt
from liability.
I hereby declare under penalty of perjury in the State of Washington that

the foregoing statements are true and correct to the best of my knowledge and

belief.
ML
Dated this 4 day of May, 2006 at Fr 1oAY/ HAgBoR Washington.

Rﬁljrt Coleman

Larson Hart & Sl’lephercl

Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101

TEL 206.340.2008 - FAX 206.340.1962
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September 10, 1997
NW,LLC Member Meeting Minutes

The Members of NW, LLC met at the offices of NW, LLC located at 7610 40th St. W., University
Place, WA. All Members were present. Chairman Price called the meeting to order at 8:30 a.m..

Minutes of the August 13, 1997 meeting were approved as presented. (Motion J Reid, 2nd T Price)
President Coleman reviewed the 8-31-97 Comparative Interim Financial Report.

President Coleman reviewed the Preferred Member Offering Status. |t is anticipated the Offering
will be completed by the end of this month.

CEO Byme discussed current warehouse facility proposals. Bank United is going to loan committee
within the next two weeks. LaSalle Bank will be visiting NW,LLC on Friday, September 12, 1997 and
is expected to have a proposal by the end of the month. CGA Insurance Company is scheduled to
visit NW,LLC the week of the September 15, 1997 and is also expected to have a proposal by the
end of the month. CGA is a newly formed company founded by former Senior Management of FGIC
Monoline Insurance Company. They are an exciting prospect since they are a AAA rated company
and their preliminary bid contains excellent pricing plus an insurance wrap. S

CEO Byme advised that NW,LLC is applying to Harbor Community Bank for a $250,000 unsecured
line of credit. This will give the company an additional cushion to meet anticipated cash flow

requirements.

- CEO Byme reviewed in depth the Graham Square Project status. It is managements’ intent to have
the Graham Square project completely out of NW by the end of the year. It appears that financing
is being finalized via Sterling Savings. Current NW,LLC members will form a separate LLC to buy
out NW's equity interest in the Graham Square Project. CEO Byme reviewed financial projections
and the members arrived at $625,000 as a reasonable purchase price for all of NW’s equity in the
Graham Square project. Each.member is responsible for coming up with $125,000.00 by October
31, 1997. This is in addition to the $200,000 capital call also due by October 31, 1997.

President Coleman provided a data processing update. It does not appear that NW's current
provider can support all of the requirements of CMBS processing and servicing. NW is investigating
CMBS software providers and will make a decision in the very near future. Management is working
with FiServ and Westside Community Bank to arrange for an assumption of NW's contract with
FiServ. Hopefully this arrangement will be consummated within the next 30 days.

CEO provided an update on Barksdale, LLC - basically the 1st building has been permitted, the 2nd
building is still in the permitting phase, and the 3rd & 4th buildings are on hold. Additional
information will be provided at the next member meeting. o )

There being no further business, the meeting adjourned at 10:00 a.m..

NW 0851

KB 11917

EXHIBIT_A 0090272



NW, Limited Liability Company
RESOLUTION

_ WHEREAS, NW is a member of Graham Square |, L.L.C. and Graham
Square I, L.L.C., and is also a lender to Graham Square I, L.L.C. and

Graham Square II, L.L.C., and

WHEREAS, NW took an equity position in Graham Square |, L.L.C.
and Graham Square Il, L.L.C. as an “equity kicker” related to such loans, and

WHEREAS, the development plans for Graham Square I, L.L.C. and
Graham Square Il, L.L.C. have changed, resulting in a change in the nature

" of NW's investment, and make it advisable for NW to have no more than a

nominal equity position in either of such limited liability companies, and

WHEREAS, the present value of NW's equity position in such LLC’s
is nominal, and the members of NW have made valuable contributions to NW
constituting adequate consideration for the transfer to the members of all but
a nominal amount of NW's equity position in Graham Square I, L.L.C. and
Graham Square lI, L.L.C., NOW, THEREFORE BE IT

RESOLVED, that NW L.L.C. shall assign to each of the following
named persons that perecentage of NW's Membership Interests in Graham
Square I, L.L.C. and Graham Square II, L.L.C. set forth opposite such

grantor’'s name:

Name Membership Interest
Kevin M. Byme- 9.9% |
Robert J. Coleman 9.9%
Michael. A. Price 9.9%
Thomas W. Price 9.9%
James R. Reid T 9.9%

RESOLVED FURTHER that NW shall retain a Membership Interest of
one-half of one percent in each of such limited liability companies.

Resalutign effective September 10, 1997

obert J. Coleman, Secretary

NW 0670

EXHIBIT & _

KB 11936

000236



Novémber 12, 1997
NW,LLC Member Meeting Minutes

The Members of NW, LLC met at the offices of NW, LLC located at 7610 40th St. W., University
Place, WA. All Members were present except Tom Price. . Chairman Price called the meeting to

order at 8:15 a.m..

Minutes of the October 8, 1997 meeting were approved as presented. (Motion M. Price, 2nd K Byrne)

President Coleman reviewed the 10-31-97 Comparative Interim Financial Report. Coleman noted
the $141,666 charge to Contract Services in September 1997 was reversed and processed to the
appropriate payroll accounts in October. As previously noted, this amount represents the amount
taken in draws by CEO Byme- and President Coleman in 1996.

CEO Byme reported two problem loans. Eric Jensen $144,000.00 is pledged at U S Bank and NW
will need to payoff U S Bank since the loan is over 60 days past due. Management is working with
the borrower in hopes of avoiding the time and expense of foreclosure.. Sarela Inc., $30,000.00 is
severely past due. Management hopes to collect this loan prior to year end. _

\

President Coleman proudly announced the completion of the Preferred Member Offering wherein
$2,112,190.48 was raised.. Members were provided with a Final Preferred Member Subscriber List

-as of the Offering expiration date.

CEO Byme discussed current warehouse facility proposals. Bank United appears to be out of the
picture. LaSalle Bank continues to be vague with their responses. However, CGA Insurance
appears to be serious and management will aggressively pursue this alternative. ‘Management will
provide a detailed update at the December 10, 1997 Member Meeting.

CEO Byme expressed his desire to remove the Graham Square Project and Barksdale Project from
NW's Agenda. Since NW,LLC is no longer an equity partner in either project these project updates
will be provided in separate partner meetings. B

The NW Christmas party has been schéduled for December 1 3, 1997 at the new Byme estate.
Invitations will be sent to all members. '

There brei g no further business, the meeting adjouned at 10:15 a.m..

Ro J. Coleman
tary
NW 0674
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Attorney conflict - Oldfield representing NW LLC and CEQ Byme personally.

Byrme had Oldfield draw up a Resolution this past week apparently stating that
NW members voted to liquidate the company at the last Member Meeting. Byrne
had member Price sign the Resolution when he came by on another matter and |
suspect member Reid also has signed the resolution. '

This is highly unusual since Secretary Coleman usually records all member
actions via the minutes and has the minutes reviewed and approved at the
following member meeting. ‘There was no reason for NW to engage Mr. Oldfield
to draw up this specific resolution at this time. There certainly was no reason the
Resolution had to be signed at this time, and there is -a-Teatquestion why
Managing Member and Member Secretary Coleman wasn't even involved in the
discussion of this action nor has he even received a copy of said resolution. In
fact, Coleman does not believe a formal vote was taken at the meeting. The
primary discussion point was the removal of members Mike and Tom Price from
the board with the reasoning being that if NW is to continue operations and
obtain additional credit lines, etc., it would be very difficult to do so with members
Mike and Tom Price still active on the board. This is what | believe was the main
item of discussion by CEO Byme at the last member meeting. The specific topic
of liquidation was mentioned but detailed discussion was postponed until the next
member meeting so that NW could prepare additional financial information for
- consideration of possible alternatives, including liquidation.

‘Based upon the discovery of additional information wherein CEO Byme and at
least one other existing NW LLC member (assumed to be Reid) plan to form a

new company utilizing the resources and assets of NW to do so but excluding

members Coleman, M Price and T Price. Something drastic need to be done as

soon as possible. | believe CEO Bymne needs to be removed as CEO and

Managing Member and attorney Oldfield removed as company counsel effective

immediately in order for NW to complete an orderly liquidation or change

directions and continue operations.

Coleman has discovered that CEO Byrne is indeed in the process of forming a
new company and is utilizing NW resources to do so. It is suspected that
attorney Oldfield and member Reid are also involved in this new company
formation. Senior Vice President Marc Thomaes, currently employed at NW’s
New Jersey office, is also involved and is, in fact, the point person for

establishing the new company.

EXH'BIT@__ NW 0312



time tor attorney Oildheld to remove himselt as.NW.s.attoroey. ...He.has.rmoajor...... ...

conflict since his law firm is- a major tenant in the NW. building owned by Byrne.
He has also represented Byrne -in--several of-his--other -deatings; ~inctading
Fountain Hills. | wonder if Mr. Oldfield has any information on file regarding
Fountain Hills since he was involved in discussions with Byrne relative to Bill
Dodge’s request for payment at closing of a disputed catch basin expense.

- Ron — it is very apparent to me that the Byme/Oldfield strategy is to get me to
blow up and quit the company. This would certainly clear the way for them to
accomplish everything they are attempting to do and place the blame on “the
other” Managing member, yours truly.

NW 0313
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Byrme and Oldfield are exerting abnormal pressure_on Coleman relative to the

wind down of NW LLC, insisting the wind down needs to be completed by
December 31, 2000. Coleman and CFO Barka have established a projected
time line to accomplish the majority of the accounting requirements to wind down
the company. However, NW is very complicated from an accounting perspective
since there are several companies involved.

CEO Byme has stated the primary reason to wind the company down and
eliminate the rest of the accounting staff ASAP is because of cost. Yet the New
Jersey office is still operating with three full time people at a significant cost to
NW. Obviously if the company is indeed winding down, the last people out the
door should be the tax and accounting people. Coleman still believes there is an
- opportunity for NW to continue operations going in a different direction. It would
certainly be in the best interest of everyone if NW could cantinue operations and
eamn its’ way out of the current situation over time. NW has no chance to
survive under its’ current structure. CEO Byme has clearly brought NW to its’
knees and has benefited significantly in the process. He misappropriated funds
on the Fountain Hills loan payoff which was a loan he misrepresented in the first
place. He is singularly focused on what's best for Kevin Byrne not what's best for
NW, its members, preferred members and employees. He has forced other
senior management, officers and staff to- compromise their integrity which has
created significant previous senior management turnover as well as contributing
to existing morale and communication problems. One of the major reasons for
the delay in producing reliable financial reports is directly due to the actions of
the CEO. He has misrepresented information intemnally as well as externally.

Ha hace mado. _maiar. . daciciance. adthnut _includina..athac...kavc.mananamant

SOMeone” emommmywn‘énmné’mme‘cmm'aﬁrwmmggmg
to keep the company together and find solutions, CEQ Byrne went to Europe for
10 Bii&irness davs and just recentlv fook off for anoth&f B business davs. ~ It was
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— CEQ Byrne has. stated -the primary reason to wind_the company down and

eliminate the rest of the accounting staff ASAP is because of cost. Yet the New
Jersey office is still operating with three full time people at a significant cost to
NW. Obviously if the company is indeed winding down, the last people out the
door should be the tax and accounting people. Coleman still believes there is an
opportunity for NW to continue operations going in a different direction. It would
certainly be in the best interest of everyone if NW could continue operations and
earn its’ way out of the current situation over time. NW has no chance to
survive under its’ current structure. CEO Byrne has clearly brought NW to its’
knees and has benefited significantly in the process. He misappropriated funds
on the Fountain Hills loan payoff which was a loan he misrepresented in the first
place. He is singularly focused on what's best for Kevin Byrne not what's best for
NW, its members, preferred members and employees. He has forced other
senior management, officers and staff to compromise their integrity which has
created significant previous senior management tumover as well as contributing
to existing morale and communication problems. One of the major reasons for
the delay in producing reliable financial reports is directly due to the actions of
the CEO. He has misrepresented information internally as well as externally.
He has made major decisions without including other key management
personnel until after the fact. When challenged on issues he quickly finds
someone else to blame. At a time when everyone in the company was struggling
~ to keep the company together and find solutions, CEO Byrme went to Europe for

10 business days and just recently took off for another 6 business days. It was
inexcusable for the CEO to desert the company during such a critical time
especially considering the condition NW has been in for some time.

Heis cui'rently utilizing NW resources to form yet another company. lt is time for
Mr. Byrne to be removed and to be held accountable for his actions. It is also

time for attommey Oldfield to remave himself as NW's attoney. He has major

conflict since his law firm is a major tenant in the NW building owned by Byrne.
He has also represented Byrne in several of his other dealings, including
Fountain Hills. | wonder if Mr. Oldfield has any information on file regarding
Fountain' Hills since he was involved in discussions with Byme relative to Bill
Dodge's request for payment at closing of a disputed catch basin expense. -

Ron ~ it is very apparent to me that the Byrne/Qldfield_strategy_is to get me to
blow up and quit the company. This would certainly clear the way for them to
accomplish everything they are attempting to do and place the blame on “the
other” Managing member, yours truly.
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Attorney conflict — Oldfield representing NW LLC and CEO Byrne personally.
Byrne had Oldfield draw up a Resolution this past week apparently stating that
NW members voted to liquidate the company at the last Member Meeting. Bymne
had member Price sign the Resolution when he came by on another matter and |
suspect member Reid also has signed the resolution.
This-is -highly- -unusual- since -Secretary- Coleman- -usually-reccrds. -all--member
actions via the minutes and has the minutes reviewed and approved at the
following member meeting. There was no reason for NW to engage Mr. Oldfield
to draw up this specific resolution at this time. There certamly was no reason the
Resolution had to be signed at this time, and there is a real questron why
Managing Member and Member Secretary Coleman wasn't even involved in the
~ discussion of this action nor has he even received a copy of said resolution. In
~ fact, Coleman does not believe a formal vote was taken at the meeting. The
‘primary discussion point was the removal of members Mike and Tom Price from

the board with the reasoning being that if NW is to continue operations and
obtain additional credit lines. etc.. |t would be verv difficult to do so with members
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Mike and Tom Price Stl" active on the board. Thzs lS what | believe was the main
item of discussion by CEO Byme at the last member meeting. The specific topic
of liquidation was mentioned but detailed discussion was postponed until the next
member meeting so that NW could prepare additional financial information for
consideration of possible alternatives, including liquidation. '

Based upon the discovery of additional information wherein CEO Byme and at
least one other existing NW LLC member (assumed to be Reid) plan to form a
new company utilizing the resources and assets of NW to do so but excluding
members Coleman, M Price and T Price. Something drastic need to be done as
soon as possible. | believe CEO Byrne needs to be removed as CEO and
Managing Member and attorney Oldfield removed as company counsel effective
immediately in order for-NW. to complete an orderly hqundatlon or change
directions and continue operations.

Coleman has discovered that CEO Byrne is indeed in the process of forming-a
new company and is utilizing NW resources to do so. It is suspected that
attormey Oldfield and member Reid are also involved in this new company
formation. Senior Vice President Marc Thomaes, currently employed at NW's
New Jersey office, is also involved and is, in fact, the point person for
establishing the new company.

Byrne and Oldfield are exerting abnormal pressure on Coleman relative to the
wind down of NW LLC, insisting the wind down needs to be completed by
December 31, 2000. Coleman and CFO Barka have established a projected
time line to accomplish the majority of the accounting requirements to wind down
the company.. However, NW is very complicated from an accounting perspective

since there are several companies involved.
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Judge Katherine M. Stolz
Hearing Date: May 12, 2006
Hearing Time: 9:00 AM

IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
IN AND FOR THE COUNTY OF PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY
LIVING TRUST, GARY GRENDAHL,
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC., a Washington
Corporation, GM Joint Venture, a
Washington Joint Venture Partnership,
ROBERT R. MITCHELL, INC,, a
Washington Corporation; TIMOTHY
JACOBSON, HILARY GRENVILLE,

Plaintiffs,

V.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE ROE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; THOMAS H. OLDFIELD and
JANE DOE OLDFIELD, husband and
wife; NW, LLC a Washington Limited
Liability Company,

Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

NO. 04-2-10247-8

DECLARATION OF GARY GRENDAHL
IN RESPONSE TO DEFENDANTS’
MOTIONS FOR SUMMARY JUDGMENT

Larson Hart & Shephercl

Attoreys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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Judge Katherine M. Stolz

Hearing Date: May 12, 2006
Hearing Time: 9:00 AM

IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
IN AND FOR THE COUNTY OF PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY
LIVING TRUST, GARY GRENDAHL,
JOANN GRENDAHL, OLYMPIC

CASCADE TIMBER, INC., a Washington

Corporation, GM Joint Venture, a
Washington Joint Venture Partnership,
ROBERT R. MITCHELL, INC,, a
Washington Corporation; TIMOTHY
JACOBSON, HILARY GRENVILLE,

Plaintiffs,

V.

MICHAEL A. PRICE and JANE DOE

PRICE, husband and wife; THOMAS W.

PRICE and JANE ROE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; THOMAS H. OLDFIELD and
JANE DOE OLDFIELD, husband and
wife; NW, LLC a Washington Limited
Liability Company,

Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

NO. 04-2-10247-8

DECLARATION OF GARY GRENDAHL
IN RESPONSE TO DEFENDANTS’
MOTIONS FOR SUMMARY JUDGMENT

Larson Hart & Shepherd

Attomeys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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[, Gary Grendahl, hereby declare as follows:

1. ['am a plaintiff herein, am competent to testify and make the following
statements based upon my own personal knowledge and review of documents,
including the declaration of Kevin Byrne submitted in support of his motion for
summary judgment.

2. NW Commercial Loan Fund, LLC (“NWCLF”) was formed in 1998.
NW, LLC was the purported manager of NWCLF. The members of NW, LLC were
Kevin Byrne, Bob Coleman, Mike Price, Tom Price and James Reid. It is my
understanding that Kevin Byrne and Bob Coleman were the managers of NW, LLC
and were the de facto managers of NWCLF.

3. The Operating Agreement for NWCLF describes the business of
NWCLF generally as "to invest, reinvest and trade in promissory notes and other
obligations secured by mortgages or deeds of trust or in real estate contracts or
similar financial instruments (all such items hereafter referred to as 'Mortgages')."
The Operating Agreement prohibits the Manager from acting in bad faith or
contrary to the interests of the company. A true and correct copy of the Operating
Agreement is attached hereto and incorporated by reference as EXHIBIT A.

4. Also executed was a Private Placement Offering Memorandum, which

sets forth NWCLF's investment policy in more detail. A true and correct copy of the

i
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Offering Memorandum is attached as EXHIBIT B. [t states that the company
"expects that at least 65% of [its] assets will be invested in commercial loans that are
of A or B quality [and] may invest up to 35% of its assets in higher risk commercial
loans, including 'hard money" loans." The Offering Memorandum further states that
NWCLEF “will not permit more than 15% of its long-term assets to be invested in any
single Mortgage.” The Offering Memorandum then lists general guidelines that the
Manager "will follow . . . subject to waiver or exception only in a limited number of

instances." Those general guidelines include diversification; primary investment in

income-producing properties; primary investment in mortgages in first-lien position

(provided that the Manager can invest in mortgages in a lower position if
appropriate); and loan-to-value ratios generally of not more than 75% for "A" and

"B" borrowers and 65% for "hard money" borrowers. In no event was the Manager

to_allow more than 10% of the company's assets to be invested in mortgages not

conforming to the guidelines.

5. I have reviewed Kevin Byrne’s declaration (dated 4/14/ 06) and have

several very specific comments. I will address them in order:

Paragraph 10 - 11 Mr. Byrne contends that he and I had a meeting in

February and a meeting in March of 2001. I don't specifically recall the date

of the first 2001 meeting (or whether it was in February), but I do recall that

Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE. WA 98101
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there was a meeting prior to a meeting in March 2001. Regardless, Mr.
Byrne’s characterization of these meetings is inaccurate.

At the first meeting, whether or not this was in February, I met with
Bob Coleman and Byrne. I had some question about whether the financial
problems with T&W Leasing (owned by Mike and Tom Price), was affecting
NW, LLC or NWCLF. I was assured that it did not have any affect on either
company. I was told that NW, LLC was doing well. I specifically asked
whether the NWCLF loans were in first position, and was assured that they
all were.

The meeting in March 2001. Mike Woodell attended this meeting with
me. He asked a series of pointed questions to Byrne. Tom Oldfield was
present and sat on my side of the table (across from Byrne). Oldfield did not
say much. Woodell asked “how many loans are owned by NWCLF”? Byrne
indicated he could not tell us as he did not know the precise number for
certain. Byrne was also asked whether all the loans were in first position, he,
again, assured us they were. He also indicate the loans were not in default.

I ' was told that I had not received my requested disbursement because some
loans would have had to have been sold at a loss to generate the payment, but
was reassured that my investments were secure and payment would be

forthcoming. I requested information about the specific loans, but, after
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Byrne consulted with Oldfield, was told that this information could not be
shared becausce of privacy concerns.

Second, Byrne never mentioned to me any problems with Bob
Coleman or the fact that Coleman had even resigned from NW, LLC. Kevin
Byrne’s claim that he told me such things is a lie. Nor did he ever promise to
“investigate” anything as it was my understanding, based upon his
representations, that there was nothing to investigate. To the contrary, he
repeatedly assured me that everything was fine and that I had nothing to
worry about.

At this point, I viewed defendant Oldfield as the attorney for NWCLF,
and Oldfield's presence helped to allay my concerns about the evasive
responses I had received from Byrne in the preceding few months when I was
inquiring about receiving a disbursement. I reasoned that if Oldfield was
aware of what was going on (while looking out for the best interests of
NWCLF and its members) and did not raise any concerns, then everything
must be okay.

Had Oldfield disclosed the true situation to me at the time, as set forth
in more detail below, I and the other investors would have had more time
and more of an opportunity to address the problem and quite possibly have

reduced our damages or been able to take other action to manage the
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situation.  The same is true if Oldfield had withdrawn, as I understand he
was ethically obligated to do, from representing NWCLF at the time. This
would have been a huge red flag for me and would have prompted an
aggressive investigation. Oldfield’s presence, and silence in the face of
Byrne’s lies, lulled me and other investors into a false sense of security.
Paragraph 12 Kevin Byrne claims that Rob Mitchell and I met with
him in April 2001. I do not recall meeting with Kevin in April of 2001. I
know that Rob Mitchell has located a day planner for 2001 that indicates that
Rob met with Byrne on or about April 5%. I do not believe I was at this -
meeting. Regardless, Byrne claims that he provided a Balance Sheet (Exhibit
6 to his deposition) at this meeting which detailed all of the NWCLE loans,
including the fact that all but one of the loans were in a project entitled
Graham Square. I did not receive this Balance Sheet from Kevin Byrne, or
anyone else for that matter, in Apfil of 2001. Kevin Byrne’s claim to the
contrary is untrue. If I ever saw this Balance Sheet it would have been much
later, either in the Fall of 2001 or even early 2002, after NWCLF had received
the deeds in lieu of foreclosure for the shopping center and Will Stevens had
had an opportunity to investigate the books and records of NWCLF. [t

certainly was not as early as April of 2001. Of that I am quite certain.
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| Pém graph 14 Byrne contends that Rob Mitchell and I were involved in
discussions with Byrne as early as May 2001 about taking over management
of NWCLF. This is flat out not true. Up to this point, I had heard nothing but
reassurances from Kevin Byrne. We never discussed the concept of Rob
Mitchell or I taking over NWCLF at this time. Several months later, in the
Fall of 2001, after we had learned what had happened with our money, there
were discussions about some member or members of NWCLF taking over the
fund and there were some discussions about whether I would be interested in
purchasing one of the parcels in the Graham Square project. However, these
discussions occurred in October or November of 2001 - not May.

Paragraph 15 In this paragraph, Kevin Byrne claims that he met with

Rob Mitchell, Will Stevens and myself some time prior to June of 2001. Byrne
claims that we were given access to boxes of documents containing the loan
files for the loans owned by NWCLF. This is not true. I was not given access
to any loan files or provided any meaningful information about the loans
owned by NWCLF. Rather, at the end of May 2001, I received a letter from
Kevin Byrne advising me that NW, LLC was resigning as manager of the
fund (for unexplained reasons) and that a new entity, Loan Holdings, LLC
was taking over management of the fund. This new entity was to be owned

by Byrne and James Reid, who were represented as being “committed to
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sceing the investors through the liquidation of the Fund.” T also received an
unaudited financial statement dated May 31, 2001, which listed $4.8M in
assets and $500K in debt owed by the fund (only later was I to learn that this
$500K was a loan secured by Byrne and Reid to fund disbursements to
investors). A true and correct copy of this “financial statement” is attached as
EXHIBIT C. Also enclosed was a document entitled “NW Commercial Loan
Fund Loans Outstanding”. A true and correct copy of this document is
attached as EXHiBIT D. This document identified loans by number and
principal balance. It also identified the “collateral” for each loan. Notably
only one of these loans was identiﬁed as being secured by a 2nd Deed of Trust,
which was far from the truth. All of the loans turned out to be, as learned
later, secured by junior deeds of trust. Kevin Byrne chose not to disclose this
in May of 2001. Instead he kept trying to cover his tracks. Also received in
May of 2001 was an expected loan payoff schedule, promising expected
payoff of all of the loans by February of 2002. A true and correct copy of this
document is attached as EXHIBIT E.

Byrne’s claims that hé told me in May of 2001 that the NWCLF loans
were in second position, that some loans were delinquent, and that NW, LLC
owned 50% of the Graham Square property is entirely false. I recall this

conversation that I did eventually have with Kevin Byrne and it did not occur

B
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in May or June of 2001. [ remember this conversation quite clearly because it
came as (uite a shock to me and T was very angry. | realized I had been
swindled and lied to. This didn’t happen in May of 2001 - it happened in
August of 2001 -- August 9, 2001 to be exact. That date is burned into my
memory. [ distinctly remember thinking about Byrne, “you son of a b*tch,
you stole our money.”

Paragraph 16 Kevin Byrne claims he provided me, Rob Mitchell and
Gary Grendahl with “loan memos” in June of 2001 detailing the status of the
loans owned by NWCLF. No such thing ever occurred. Until they were
produced in this litigation, I had never seen these self-serving “loan memos”
that Byrne apparently concocted. I certainly never received them in June of
2001.  Nor did I receive site plans, floor plans, rent rolls, copies of the
assignments of the deeds of trust or any of the other documents Byrne claims

he provided to me in June of 2001.

In June of 2001, I was still receiving placating promises from Kevin

- Byrne and James Reid. In particular, I received a letter from Loan Holdings,

LLC, signed by Kevin Byrne and James Reid some time in June of 2001, along
with a partial disbursement from NWCLF. Attached hereto and incorporated
as EXHIBIT F is a true and correct copy of the form of the letter that I received

from Loan Holdings, LLC some time in June 2001. I do not recall if this is the
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precise letter that I received (I understand this particular copy was discovered
in documents only recently produced by Byrne), however, it is consistent
with the letter that I received in this time frame and accurately reflects my
recollection of the letter that I received. Based on this letter | believed that
my investments were still safe and that [ would be paid in full.

Paragraph 20 On or about July 9, 2001, Mike Woodell, an attorney

who his a long-time friend of mine, wrote a letter Loan Holdings, LLC
identifying some areas of concern.

In July of 2001, I did not know that essentially all of NWCLF’s assets
(investor money) had been put into a shopping center (Graham Square). Idid
not know that this shopping center was owned by several LLCs that were
50% owned by the members of NW, LLC (Byrne, Coleman, Price, Price and
Reid). I did not know that the loans were all in second (or worse) position
and in default. Idid not know that many of the loans in first position were in
default or would soon be in default. I did not know that the loans owned by
the fund could not be sold in an amount sufficient to repay my investment.
Of note, Woodell’s letter does not include reference to Graham Square. Nor
does it make reference to the fact that the notes were all in second position.
The reason these facts are not mentioned, is because we did not know them at

this time. In summary, I did not know if I had, in fact, suffered any damages

Larson Hart & Shepherd

Attorneys At Law PLLC
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at this point. [ was still under the impression, based on Byrne’s reassurances,
that the fund would be able to liquidate its loans and pay off the investors
(limited members).

Mr. Woodell’s letter is consistent with my understanding at the time:
we did not really know what was going on and did not have any information
about the quality of the loans owned by the fund. Previous efforts to seek
information about the loans owned by the fund had been rebuffed by both
Kevin Byrne and attorney Tom Oldfield. That is why Mr. Woodell’s letter

stated:

We are so concerned that we do not have all the pertinent facts, we
must demand that our accountant, William R. Stevens, be given
immediate access to NW Commercial Loan Fund records to audit the
status of the loan portfolios and bank accounts.

Mr. Byrne claims that I had all this information by this time (he claims
that I was allowed to review “boxes” of loan documents relating to the
underlying loans in June of 2001). If I already had all this information in June
2001, why would my attorney be asking for this same information in July of
20017

Paragraph 21 Shortly after July 16, 2001, I received a letter from Kevin
Byrne. A true and correct copy of this letter is attached as EXHIBIT G. Of

note, this letter indicated that “[w]e are anticipating a second payment out of

the Fund within the next few weeks. That payment will be approximately

Ig Larson Hart & Shepl'xercl
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65 % of the amount of the last check mailed to you.” My understanding at
that time was that our investments were still secure and that | could expect
full repayment. [ did not receive any schedule of loans with this letter. It
certainly was not disclosed to me that all of my money had been invested in
junior deeds of trust (in default) in a shopping center that was 50% owned by
Byrne, Reid, Price, Price and Coleman. This was all part of Kevin Byrne’s
efforts to placate investor concerns. He continued to provide assurances that
the investors would be able to get their money back - as evidenced by this
promise of another disbursement.

Paragraph 23 I met with Kevin on or about July 18, 2001. Kevin, once
again, reassured me that the NWCLF was doing okay and that I should
expect to get repaid in full as its assets were liquidated over time. His claim
that [ was provided access to documents regarding Bob Coleman’s role in this
matter at this meeting is false. Kevin wrote me a letter dated July 19, 2001,

where he reassured me that: “Price et al claims that the fund is in trouble is in

reality overstated and/or Price et al not making capital calls as agreed when

the investment was transferred to them. They are standing in the way of
completing the project and/or refinancing.” A true and correct copy of this
letter is attached as EXHIBIT H. Thus, as of July 19, 2001 I had again received

assurances and promises from Byrne that my investments were safe.

Larson Hart & Shephercl
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6. As set forth above, I did not discover what defendants had done with
the funds invested in NWCLF until August of 2001. This was at a meeting in NW,
LLC’s offices, located in the basement of a building owned by Byrne and shared
with his attorney, Oldfield. Prior to this meeting, I had received repeated assurances
from Kevin Byrne (and Reid in the June 2001 letter) that my investments were secure
and that I should expect full repayment. Requests for documentation regarding the
loan portfolio had been rebuffed and I was told they could not be provided due to
privacy concerns. AsIhad also received a couple of disbursements (in or about May
and June), I had continued to be fooled into believing that the loan portfolio owned
by NWCLF was sufficient to pay off the investors and that my wife and I would get
our life savings back. It was not until the meeting in August of 2001, that I first
realized that I might not recoup my investment and that it might not be secure.

7. In November of 200}, Will Stevens took over as the manager of
NWCLF. On this same day, the fund accepted deeds in lieu of foreclosure from the
Graham Square LLCs - acquiring titlé to the partially developed commercial
property - and all the headaches and problems that came along with it. It really
wasn’t until the Fall or Winter of 2001, that the true calamity caused by defendants
had become apparent. We continued to hope that by leasing out the shopping
center it might be possible to recoup at least part of our investments. To suggest

that I, or any other investor, understood that we had been swindled by defendants

Larson Hart & Sl’xepluer&
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in July of 2001 and that we might not recover our full investments is preposterous.
This is yet another effort by defendants to seek to escape liability for their wrongful
acts on some sort of technicality that Kevin Byrne has manufactured. That cannot be
justice.

8. Mr. Stevens undertook an investigation of the status of this project. I
believe that this took him several months. While this investigation was ongoing, it
was still my hope and belief that I would be able to recover my investments in the
fund out of an eventual sale of the properties. Until it could be determined the
actual status of these properties and this project, it was not apparent to me whether I
was going to be able to recover any of my investments. In other words, I did not
know whether I had suffered any damages as a result of the wrongful conduct of the
defendants (which was gradually being discovered by the investigation of Mr.
Stevens and others in late 2001).

9. Some time after January 11, 2002, I received a letter from Will Stevens,
acting as the manager of NWCLF. A true and correct copy of this document is
attached as EXHIBIT I. Mr. Stevens detailed the results of his investigation and the
possible plans of action. He noted that he had discovered that the loans on the
property were in default and that he was working with the lenders to seek
concessions in an attempt to keep the project viable and afloat. The concluding

paragraph in Mr. Stevens’ letter stated “We have no opinion of the value of the

}g Larson Hart & Shepherd
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collg-lteral of NW Commercial Loan Fund. There is substantial uncertainty to what
amount if any that each investor will recover.” It was not until I received a copy of
this letter (some time in January 2002), that I first had any inkling that my wife and 1
might not recover our full investment. Prior to this time, even after the discovery of
some of the facts in August of 2001, I was under the belief that the limited members
were expected to recover their investments based on a liquidation of the assets held
by the fund.

10.  Even after receipt of Mr. Stevens’ letter, I know that I and other
investors continued to hold out hope that we could recover some or all of our
investments. Will Stevens, Gary Grendahl, Rob Mitchell, Tim Jacobson and others
worked hard for several years in trying to get the Graham project on track and get it
into a situation where it could be profitable or sold for enough money to make at
least partial payments to the various investors. For a variety of reasons, including
the significant debt service that the fund inherited with this project, leasing out the
Graham project was difficult. |

11.  Regarding the actions (or inactions of attorney Tom Oldfield), it is my
opinion that, had he either disclosed the problems with NWCLF early on (March of
2001 or earlier) or withdrawn due to his conflict of interest between NW, LLC,
NWCLF and Kevin Byrne, I and the other investors could likely well have avoided

and/or minimized some of our losses and damages. An extra 5-6 months in this

Attomeys At Law PLLC
ONE UNION SQUARE
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matter would have been very significant.  When the fund inherited the Graham
project in November 2001, it was in pure crisis mode. On the day of the receipt of
the deeds in lieu of foreclosure, NWCLF lost one of the significant parcels to a
foreclosure. This parcel was the tully developed and I believe fully leased out
portion of the center, which would have generated income and would have been the
easiest to sell. There was also soon a pending foreclosure by another bank and
notices of default were flooding in. Pacifica Bank (who loaned .the fund money
based upon the personal guarantees of Byrne and Reid), was demanding payment
and filed a lawsuit seeking to garnish the rental income. From the date NWCLF
acquired the Graham property it was attempting to respond to one emergency after
another. Rob Mitchell, Tim Jacobson and I loaned money to the project to try to
keep it afloat and to give it working capital. It took months for Will Stevens and
others to sort out the status of various leases and other problems with the property.
An additional 5-6 months would have given NWCLF and its investors (including
me) more time to investigate and to seek out possible refinancing. We would not
have been in a reactive crisis mode. There would have been more time to attempt to
work out compromises with lenders and to try to sell the property. As it was, when

the fund acquired the property there was only time to react to the problems and

~demands for payment which were coming in fast and furious. I cannot say that I

would have recovered all of my investment had Oldfield disclosed his conflict (or
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the situation that he had learned from Byrne - his landlord), but I can say with
reasonable confidence that it is quite likely (more probable than not) that [ and other
investors could have limited our damages and most likely have been able to avoid
putting the fund into bankruptey, which resulted in additional costs and added a
layer of difficulty to the entire mess that we inherited from defendants.

I hereby declare under penalty of perjury in the State of Washington that
the foregoing statements are true and correct to the best of my knowledge and

belief.

Dated this _ 4 day of May, 2006 at _ib&/_/ﬁ , Washington.

dydatd

G;«{ry (frendahl

) Loon Hart & Shepherd

ONE UNION SQUARE
600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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OF
NW COMMERCIATL, LOAN FUND, L1

THIS OPERATING AGREEMENT OF NW COMMERCIAL LOAN FUND, LLc (hereafter
"Agreement") is entered into and made effective thig day of April, 1998, executed by the
Member whose signature appears on the signature page hereof, ' ‘

The following terms used in this Agreement shall have. the following meanings (unless
otherwise expressly provided herein): , -

141 "Act" means the Washington Limited Liablh'ty Company Act (RCW Ch. 25.15).

12 "Affiliate" means, with respect to any Person, (i) any gther Person directly or
indirectly controlling, controlled by, or under common control with sych Person, (ii) any Person

. owning or controlling fifty-one percent (51%) or more of the outstanding voting interests
Person, (iif) any officer, director, or general partner of sych Person, or (iv) any Person who is an
officer, director, general pariner, trustee, or holder of fifty-one percent (51 %) or more of

Anterests of any Person described in clases () through (iti). “For purposes of ths definition, the

“direct ir i and policies- of
a Person, whether MEMMWWW%W- ,

1.3 "Capital Account" means the capital accoynt determined and maintained for each
Unit Holder and Limited Member pursuant to Section 9.3. ' .

1.4 “Capital Contribution" theans any contribution to the capital of the Company in
*ash-or property by a-Member whenever made.

1.5 "Cash Available for Distribution" means all cash funds derived from operations of
he Company (including interest received on reserves and other miscellaneous sources), without
eduction for any noncash charges, but Jegs cash funds used o pay current Operating expenses and
) pay or establish reasonable reserves for contingericies, futyre expenses, debt Payments, and other
bligations as determined by a General Manager. Cash Flow shall fot include Capital Proceeds byt

1all be increased by the reduction of any reserve previously established,

1.6  -"Certificate of Formation" means the certificate of form
mpany was formed, as originally filed with the office of the Secretary of State o May 11, 1998,

d as amendgd from time tvm R K g N @ C G P\{



» 85 amended or
perseding federa] revenue [awg
1.8 "Compauz" means "NW Commercig| Loan Fung, LLC "
1.9 “Companz Minimum Gain" has the same i
minimym gain"

in Regulation Sections 1,704-

L10  "Deficit Capital Accopn¢" means with respect to any Member, the deficit balange,
if any, in.such Member’s Capital Account g5 of the end of the taxgbje year, afte
the following adjustments: ’

I giving effect to
(@ credit to such

Capital Account any amount that Member j5 obligated
Mpany under Regulation Section 1,704-1 (b)(Z)(ﬁ)(c),
thereto pursuant to the next to last sen

as well as any additions
tences of Regulation Sections 1.704-2(g)
(D) debit to such

(1) and ()(3); and
Cépltal Account the items described in Regulaﬁon Sections
1.704-1(b)(2)(ii)(d)(4), (%) and (6).

“the Act, but shall ot include any rip
- 8, the right to vote on, co

1.12 "E—QIMC\IWM" means the owner of an Beonomic Interest who s not
a Member.

1.13 "Entity" means any .general partnership, limited partoershj
company, corporation, joint ventyre

1.14  "Limiteq Economic Intepegt! means the interagt conferred upon 4 holderof 5 Limited
Membership Unit(s) in the distributions and other economic interests in the Company byt shall not
include the right to vote on or consent to certain acts of the Company as conferre upon Limited
Members in this Agreement. . :

L5 "Limited Memper
Unit,

neans each Person who jg the-holder of 4 Limited Membership

L16  "Limiteq Membership Unj¢ means the Units pelq by a Limited Member iy
iecordance with Artiele 7



-

117 "Limiteq Membership Interest" means all of a Limiteq Member’s share of the

distributions of the Company's assets 5 Limited
accordance with his or her Limited Membership Unit(s) and the right to vote gp certain events as

| Specifically set forth in this Agreement.

1.18 "Majority Interest” means, at any time, mgre than fifty percent (50 %) of the then
outstanding Units held by Members. .

‘1.19 "Manager" means N W LL.C. and/or any other Person Who may become a

. Substitute or additional Manager as provided in Article 5.

122 "Member Minimum Gain" s the same meaning as the term "partner nonrecourse

debt minimym gain" in Regulation Section 1.704-2¢i).

123 "Member onrecourse Deductiong" has the same meaning as the term "b'artnér
lon Sections 1.704-2(i)(1) and (2). The amount of Member

Donrecourse deductions™ jg Regulati
Nonrecourse Deductions for a Company fisea year shall be determineq i accordance with

Regulation Section 1.704-23)2). -

1.24  "Minimum Portfolio Capitalization" shall mean the minimum capitalization required
to be held by the Company as cash and Mortgages as 4 condition precedent ¢ ¢he bayment of the
Member’s residual participation Pursuant to paragraph 11.1. The Mini Portfolio italizatj
shall be calculated g 1.15 multiplieq by the sum of aJ Members’ Adjusted Capital Contributions

to the Company and aff accrued but unpaid Yield

125 "Net Profits" and "Net Losses" shall have the meaning aseribed to thoge ferms in- -

Section 10,5,



1.26 "Nonrecourse Deductions" has the meaning
/7 2(b)(1). The

amount of Nonrecourse Deductions for a Cop
pursuant to Re

set forth in Re
gulation Sectiop 1.704-2(0).

gulation Section 1.704-
npany fisca] Year shall pe determined
127 "Nonrecoyrse Liability" has tpe meaning set foreh jp, Regulation Section 1
——urse Liability '

2(b)(3).

704-

1 ect to any Unpjs Holder the Percentage -
determined baged upon the ratio that the mypper of Units held by sych Unit Holder beagg to the total
Bumber of outstanding Upits, .

129  "Papgont means any individual or Entity, and the heirs, executors, administrators,
legal representaﬁves,'successors;and assigns of such "Persoqn" Where the contaxt 50 permits,
130  "Regulations" includes Proposed, temporary and - £,y Treasury regulations
Promulgated under the Code and the ¢q

Iresponding sections of any regulationg subsequently issued
t amend or supersede such regulations, .

1.31 "Reserves" means, with respect to any fiscal period, funds 8¢t aside or amoypeg
. allocated during such period t Iéserves which shall pe maintained jn amounts deemed sufficient by
the Manager for working capital and ¢o Pay taxes, insurance,
 incident to the ownership

debt service or other costs or expenses
Or operation of the Company’s business.

| 132 'Ung Holder" meang g Person who js 4 Member or who holds a5 Economic Interest
_ _butisnot Member.

is Agreement as reflected in
the units of Limited Membership issued to
Company from time ¢ time, stg
of one unit per $1.00 of Adjusted Capita] Contributions,

ted at a vape

1.34 "Yield" means the adjustable preferred cumuylative rate of re
Members shal] pe entitled, calculated as 5 Ppercentage of imj

Contribution (as defined herein), ang defined Initially as 225 basis points jp

Coupon Cash Flow Yield applicab iti

from time to time in the Wall Stre

Y adjustment and
al Managers, without the necessity of amending this
agreement, upon 90 days advance writte notice by the company to the Limiteq .

ARTICLE 2 -- FORMATION oF COMPANY

2.1 Formation, The Company wag formed on the 11th day of May, 1998, when the
' ation was execyted and filed with the office of the Secre
Ccordance with and Pursuant to the Act,



A

-+ other-obligattons sscured by mortgages or deedy of trust or in real
. _finaneial i
powersneccssaxyor

2.2 Principal Place of Business, The principal place of business of he Company sha]]
be 7610-40th Street West, PO Box- 64176, University Place, Washington 98466-0176. The
Company may locate its places of business at any other place or Places a5 the Manager may from

time to time deem advisable

2.3 Registered Office and Registered Agent. The Company’s initig] registered agent
e . ) . . Llows:

Name Address
- Robert J. Coleman 7610 40th Strest West
Post Office Box 64176

University Place, WA 98466-0176

' business of the Company shall pe 1o Invest, reinvest.and trade i Promissory notes giyg
" ' estate contracts

all_such s:ic—Telerred—to—g 54508 ), g €Xercise ;
advisable which may be conducted by a limited liability company
Organized under the Act.
ARTICLE 4 - NAMES AND ADDRESSES OF MEMBERS

The names and addresses of the Members are set forth on attached Schedule 1, as amended
to time.

or restated from time |
ARTICLE 5 - MANAGERS; RIGHTS AND D

5.1 Management,

as the Manager(s) may from

Bxcept as otherwige expressly provided: in-thig ‘Agreement, the -




take any actiog permitted tg pe taken by the
/) Managers ig expressly requited by this Agr
the foregoing, the Manager shaj have pow

Managers, unless the
eement or the Act, Wi

er and authority, op behalf of the Co

5.1.1 to solicit and evaluate Mortgages for Investmentg
A 512 o acquire Mortgages from any Pergop Or Entity as the Manager pa
determine; and the fact that the Manager or 5 Member is an Affiliate of Such Person or Eatity shal|
not prohibit the Manager from dealing with tha¢ Person or Entity;

- 5-1.3 to manage 4 day-to-day business wit; Limj
Limited Economic Interests including

ted Members and/or holders of
Membership Interest.

the payment of the Yield anqd redemption of any Limited

S.1.4 to invest Company fands i ime deposits, short-term 8overnments] obligations,
commercial paper or other short-term investments o .

b
b

Unless authorized ¢, do s0 by

.

this Agreement or by the M €, 10 Member, employee or
other agent of the Company shall haye any power or anthiority t, bind the o 2y in any way, 1,
Pledge its credit or to render it ligpje for any purpose, ‘



Manager and in the best interest of the Company; provided that such aet of omission did pot
constitute fraud, misconduct, bad fajt Orgross negligence, The Company shall indemnify and hold

of the Company’s interest without relieving any such Person of liability for fraud, misconduet, pad
faith or ' gross negligence.  No Member shall have any Personal liability with respect to the

satisfaction of any required indemnification of the above-mentioned Persong.

anty if it is determined that such Pergon is not entitled to indemnification

" 5.4 Removal, At g meeting called expressly for that putpose, the Manager may be
ive vote of the holders of 5 Majority

Interest. The removal of a Manager who is alsg 2 Member shall not affect the Manager’s rights as

5.6 Right to Rely on the Manager, Any Person dealing with the Company may rely
(without duty of further inquiry) upon a certificate signed by any Manager as to the identity and
authority of any fepresentative or other Perso to act on behalf of the Company or any Member,

ARTICLE 6 - RIGHTS AND OBLIGATIONS OF MEMBERS

6.1 imitation of Liahility, Bach Member’s liability shall pe limited as set forth in thig
Agreement and the Act, :

6.3 Approval of Sale of AJ] Assets. The Company shall not sell, exchange or otherwise
lispose of all, or substantially all, of jts assets without the affirmative Yote of the holdets of two-

hirds of the Unjts held by Members,



6.4 Iuspection of Regorgs, Upon reasonable Iequest, each Member shall have the right
to inspect and COpy at such Membey’s expense, during ordinary business hours e fecords required

to be maintajned by the Company pursuant to Section 2.5

6.5 No Priority anq Return of Capital. Bxcept ag expressly provided iy Articles 7, 10
or 11, no Unit Holder shall have:priority oyer any other Unit Holder, ejther 45 1o the retury of
Capital Contributiong Or as to Net Profits, Net Losses or distributions; Provided, that thjg Section

y ’ .

6.5 shall not apply to loans made by a Member to the Company,

g Limited Membemhip Unit(s), A Limited Membership Unit js the interest owned by

a Limited Member as set fortp i this Agreement. There are hereby createq 20,000,000 Limitsq
Membership Units. Bach Limited Membership Unit shall be available for sgle by the Company only
in compliance with State and Federal securitieg [ayyg, Bach Limited Mempey and each of his or per

Limited Membership Units shall be restricted iy Such’a manner to comply with regale and transfer
Testrictions placed on [ike securities by applicable State and Federal |aw.

~ 7.2.1 Fractional Limjteq Membership Unig, Notwithstanding ¢ foregoing, the
Company may not sell fractions of 5 Limited Membership Unit, :

| 7.2.2 Consideration,
o more or less than One Dollar ($1.
to the Company .



, : 7.4 Liability for Company’s Obligations, Lﬁnited Members g4 the holders of 5
!/) Limited Economije Interest shail o be bersonally liable for any debts, obligations o liabilities of
the Company beyond their Tespective Limited Membership Upitg. Limiteq Members gy not be

liable a5 4 Member for Capital Contributiong.

7.5 Approval of Sale of AJ] Assets, The Company shyj not sejl, exchange or otherwise
dispose of all, or Substantially al, of jt assets without the affirmative vote of Limited Mempers
* holding 4 majority of the Limited Membership Units. : -

7.6 Priority and Retury of Capital,

. 7.6.1 Priority, Ip e event of any liquidation, dissolution of winding up of ¢is
Company, whether voluntary of Involuntary, Limited Members ang the holders of a Limijed

" Beonomic Interest shall be entitleq to be paid before afty sums shall be pajd or anly-assets distribuygad
to or among thé Members or Beonomic Interest Owners oyt of the assets of thig Company ayailapre
for distribition-to Members or Economic Interest Owners of this'Cy,

- capital or ea.mings,‘ the sum of $1.09 for each Limiteq Membership Unit, plys aly unpaid Yielq

related to such Limited Membership Unit, If the assets of thig Company are Insufficient ¢o permit
Economic‘lnterests as provided

Payment in full to the Limiteq Members or the holders of Limiteq
in this Section 7.7.1, then the eatire assets of thig Company available for distribution shall be

buted ratably among the holders of
Bconomic Interests, - -

Litnited Membership Uit and the holders of I jmjgeq

7.7.1 Yield. The Company shalf pay quarterly oyt of funds or assets of this
- Company legally available therefore, with respect to Limited Membership Upj¢g or Fractiong]
ip Units in an amount, jn the aggregate for | Limited Member Units, equal to

Limited Membership
the lesser of (1) 99% of the Company’s cash available for dlstribution, or (2) a C‘umulative

Preferred Adjustable Annual Yield (the "Yield ") compoundeqd and payable quarterly, calculated g5
Limited Membey’s Adjusted Capital Contribution a4 defined in thig Operating



)

Unit(s) equal in value to the Yield otherwige payable in liey of Paying the Yield ip cash pursyant

to Subsection 7.8. 1.

7.8 Redemption, The Company may, at any time upon 30 days notice ¢o the holder of
the Limited Membership Unit, redeem all or 4 portion of the Limited Membership Unit by paying
to the holder of the Unit a sum equal to $1.00 for each Limited Membership Unit.

7.9 Priority - Limitations op Distributions. The Company’s obligation t myke

distributions in accordance with gy, Section 7 is subject to R.C. W, 25,15,93s, which prohibits e
istribufi ime-of the distribution,

the assets of the Company,
which the recourse of creditors is limited shal pe ude h
Company only to the extent that the fair value of that property exceeds that liability.

7.10  Distributions Cumulative, Notwithstanding any Provision in thig Article 7 or
elsewhere in this Agreement, any Yield which becomes due to 3 Limited Member and is not paid
accummlate and shall pe Payable, as to each quarter installment not paid, at the enqd

“when due shall
of the first quarter when the ‘Company could, as of such quarter-end, pay such unpaid accumuylated
Yield without violating Section 7.10 abgve or RC.W, 25 15.235. The Company shajy not make
a distribution’ to the Members untit such time as all Yield, 1nghding any accummlated Yield, shalj
e ‘ imi in"respect o
their Limited Membership Unit(s)
7.11 Transferability

Agreement,

, 7.11.3 Limited Economic Interest. A Person who receives a Limited Membership
Unit or Fractiona Limited Membership Unit without compliance with Artigle 13, whether by

voluntary transference or gift or by



_ _Company,

Interest until such time g5 such Person fully complies with Article 13 ang receives the consert of
the Members of the Company. .

7.12 Voting, Except as expressly provided elsewhere iﬁ this Agreement of by law, a
Limited Member shay] have no right 1o patticipate i the Mmanagement of the Company or 16 yote
On any matter subject to vote of the Members of Unit Holders of the Company_ : "

holders of Limited Feonomig Interests shall be entitted (o 5 distribution of the agsetg of the Company

* prior to any distribution to any Member,

8.1 Annual Meeting., The anmy, Ineeting of the Members shall be held on ¢he second

-'Ihesdayoflulyof andeveryyear,oratsuchotherﬁmeassbaubedetermmedbytbe

Members, for the purpose of the transaction of such business a5 may come before the meeting,

8.2 Special Meetings, Special meetings of the Members, for any putpose or Purposes,
may be calied by the Manager or by Members holding at jagst ten percent (10%) interagt in the




either Personally or by mail, by or g the direction of the Manager or the Member calling the
meeting, to each Member entltled to vote at guch meeting. If majleq, Such notice shaj| pe deemed
to be delivered two calendar days after being deposited in the United States Mail, addresge to the

Member as specified in Article 2, with postage thereon prepaid.

8.6 Record Date. por the purpose of determnﬁng Memberg entitled to notjce of or to
vote at any meeting of Members of any adjournment thereof, or Members entitled to recejye
Payment of any distribution, the date o which notice of the Ineeting is mailed or the date on which

¢ resolution declaring such distribution ig adopted as the case may be gy be the record date for

th .
such determination of Members, When a determination of Members entitfeq ¢ Vote at any meeting
of Members has been mage as provided in this section, such determination shall apply ¢, any

ore than sixty (60) days, , dj
meeting, a notice of the adjourned meeting shall be given (o each Member of récord entitled to vote
at the meeting. At such adjourned meeting at which a quorum shajf be present Or represented, -any

business may be transacted which might have been transacted at the meeting a5 originally notjce,
" The Members. present at a duly organizeq meeting may continye ¢ trausact business upsif

adjoumment, notwi
would cause less than a quorum, ' |

8.10 is effective when all Members entitled to vote theregn have signed gycp Cconsents, unlegs such

[

i1y a different effective date. The record date for determtmng Members entitled to take
action withouyt 3 meeting shall be the dgte the first Member signs a congept.



ARTICLE 9 .. CONTRIBUTIONS TO THE COMPANY

AND CAPITAL ACCOUNTS
9.1 . Members’ Capital Contributions. Bach Member shall contribute such amount a5
is set forth in attached Schedule 1 as such Member’s share of (e IS’ initial Capital
Contribution

. Members and the Company, and no such Person shall under any ¢ have any righy ¢,
compel any actions or Payments by the Members, ‘ ’ '

9.3 Capital Acéounts.

maintained for each Unit Holder throughout the term of the Cdmpany in accordance with the ryles
of Regulation Section L.704-1()(2)(iv) of the Treasury Regulationg Promulgated under the Internal
Revenue Code of 1986, as amended. Each Unit Holder’s Capital Account will be increased by a)



paid or there remaing Praperty of the Company sufficient to pay them. A Member, itrespective of
1€ nature of its Capital Contribution, hag only the right to demang and recejve cagh i return for

AR'I_'ICLE; 10 - ALLOCATIONS oF NET PROFITS AND LOSSES
10.1 Aﬂocatim\i of Profits and Loss ang Distribution of Cash Flow.

S -10.1.1 Net Logses shall be allocated one percent to the Mempers to be allocated in
accordance with Paragraph 4.5:1, and 99 percent to the Limited Members, collectively, to pe
allocated among them in accordance with paragraph 4.5.2,

. T 1012N’q’tProﬁtssballbeaﬂocatedonepementtotheMembers,tobe'allocate‘diu

V. . 99 percent, or

" Members collectively, : 5.2, a
aly remaining Cash Avaiiablg for Distribution shall be allocated and distributed, after redemption

- 10.3 . Distx'it;ution and Liquidation of Interest Holder’s Interest. In the event of g
(distribution to an Interest Holder in liquidation of his interest in the Company which does not regy; .
in, or is not 4 part of, a liquidation of ¢he Company under Article 7.2: - - -

10.3.1 All of the assets of the Company including withoyg limitation the goodwill

and/or going concern value of the Company, shall be deemed to be sold at thejr then fair market



3 value and the Capital Ac

count of the Interest Holder receiving the quuidaﬁug distribution shal pe
adjusted in accordance with Article 3.7 to reflect such sale. ‘ '

10.3.2 Liquidating distributions in cash shall be distributed
to such Interest Holder in aceord

ance with such Interegt Holder’s positiye
after adjustment in accordance wj

with paragraph 3.7 and i accordance
Treasury Regulation Section 1.704—1(b)(2)(1'1’)(b).

» (o the extent possible,
Capital Account balance

with the requirements of

ﬁscal peﬁOd duri : ] del'm the (jompany, sub]ect’ hOWev ,
Section 706(d) of the Code,

10.5 AHOca_tions Among Interest Holders.

10.5.1 In the even there is more
collectively, shall be allocated to each Member

than one member, all allocationg
the time of such allocation.

to the Members
in accordance with that Member’s

percentage as of

Limited Members in accordance with the percentage, to be determined at the tifne of such
equal. to such Limited Member’

5 adjusted capital contribution divided by
Member’s adjusted capital contributions

C 10.5.3 Withholding. Al amounts required to be withheld
of the Code or any other

Provision of federal, state, or local tax law shall be tr,
actually distributed to the affected Interest Holders for all

10.6  Liquidation and Dissolution,

10.6.1 If the Company ig liquidated, the assets of th
Holders in accordance with the

e Company shall he distributed
taking into account the

balances in their respective Capital Accounts, after
allocations of Profit of Loss pursuant-to Sections 4,1.0r 4.7,

10.6.2 No Interest Holder shall be obligated to restore a Negative Capital Accoun.



o

- aterially affect distributions

10.7  General.

. 10.7.1 Except as otherwise provided in this Agreement, the timing and amougy of
all distributions shall be determined by the General Managers.

Profit or Loss for each unsold asset shall be

market value, and the Profit or Loss shall be allocated as provided in Section 4.2 ang shall be
Properly credited or charged to the Capital Accounts of the Inerest Holders prior to the distribution

of the assets in quuidaﬁon bursuant to Section 4.4,

Company’s tax c;)unsgel, to amend this Article IV ¢o C
Promulgated under Section 704(b) of the Code; provided, however, that no amendment shall

ARTICLE 11 ~ DISTRIBUTIONS
11.1 Qash Distributions.

11.1.1 Nonliquidating Distributions, Distributions of Cash Availablé for
Distribution, other than distributions in liquidation pursuant ¢o Section 11.1.2 shall be made pursuant

ta Article 10, above.,

11.1.2 Distributions in Liquidation. Notwithstanding Section 11. 1.1, distributions
in liquidation of the Company shall be made o each i i i

Non-cash assets, if any, shall be distributed in a manner that

reﬁects how cash proceeds from the sale of such assets for fair market vajye. would have been
distributed (after any unrealized gain or loss attributable to sych Don-cash assets has been allocated

among the Unit Holders in accordance with Article 10). -

11.2  Distributions in Kind.



distribution or allocation to any Unit Holder shaj] be treated ag
) Holder pursuant to this Article 11 fo

12.1 Accounting Principles. The Company’s books and records sha] be kept, and jts
Income tax returns prepared, under such permissible method of accounting, consisten applied, as
the Manager determines i in the best interest of the Company and its Unit Holders

12.2  Interest om and Return of Capital Contributions, No Unit Holder shaj be entitled
to interest on its Capital Contribu_tion Or to return of its Capital Co

( ntribution, except as otherwise
“Specifically provided for herein. _

123  Loansto Company. Nothing in this Agreement shalj prevent any Unit Holder from
making secured or unsecured loans to the Company. ‘ :

12.4 Accounting Period, The Company’s accounting period shall pe the calendar yeqr,

-5.1 A current list and past

 list, setting forth the ful]

__— name and last known mailing
address of each Member, Eeonomic Interest Owner and Manager; , :

12.5.2 A copy of the Certificate of Formation and all amendmepys thereto:

12.5.3 Copies of this Agreement and aj amendments hereto;

12.5.4 C‘opies of the Cdmpany’s federal, state, and local tax returns and reports, ff
any, for the three Imost recent years;



12.6 Tax Matters Partner.

e "tax matterg partner" of the

Company for purposes of Code Section 6221 et seq. and corresponding provisjong of any state or

local tax Jaw.

12.6.2 Expenses of Tax Matters Paﬁner; Indemniﬁcaﬁon. The Company sha1|-

indemnify and rejmburge the tax matters partnér for g reasonable expenses, including legal and
accounting fees, claims, liabilities, losses and damages incurred in connection with any
i Iders attribytaple

Bxcept as otherwige expressly provided to the contrary in thig Agreement, ] elections
permitted to'be made by the Company under federal or state th i
his sole discretion,

ARTICLE 13 — TRANSFERABILITY

13.1 . General. Bxcepi as otherwise expressly provided in thig Agreement, nejther a
Member nor an Economic Interest Holder shall have the right to; :

13.1.1 sell assign, transfer, exchange or otherwise. ttansfer for consideration,
(collectively, "sell" or "sale"), : o

operation of law, except in the case of bankruptcy (collectively "gift"), all or any part of his
: y

‘Membership Interegt-or Beonomic Interest. Rgch Member-and B
acknowledges the reasonableness of the restrictions on sale and gift of Membership Interests imposed

by this Agreement in view of the Company’ |
nomic Interest Owners, Accordingly, the restrictions on sale and gift contained herein shal] pe

specifically enforceable. In the event that any Unit Holder nledone e . ..




his Membership Interest of Economic Interest a5 security for r_epaymeﬁt of a liabﬂity, any such
pledge or hypothecation shall pe made pursuant to 4 pledge or hypothecation agreement that requjres

the pledgee or secured p

13.2 First Refusal Rights.

Datice to the other Unit Holders and the Manager of jts intention to 5o trangfer such Interest, Sych
‘notice shall set forth the complete terms of the written offer to purchase and the Dame and address

of the proposed third party purchaser,

13.2 EIving written notice to the other Unit Holders and the within ten (10) days after
such notice from the selling Unit Holder. The failure of the Unit Holder to 50 notify the other Unit
Ire to exercise its first refusa said ten (1

' Within ten (10) days after expiration of -
' Paragraph, the Manager shall notify those Unit H




under this Section 13.2, then the selling Unit Holder shall not be entitled to complete the sale to
such third party purchaser an] the selling Unit Holder’s Units shall continye ¢ be subject to the

rights of first refusal set for, in this Section 13.2 with respect to any proposed subsequent trangfer,

puiposes; and .
‘ - 13.2.3.4 assyre compliance .with aay applicable state and federal laws,
including securities law and regulations. .

. the Manager against any and all Joss, ‘"
liabilities or loss of tax benefits) arising directly or indirectly as a regult of auy transfer or purported

transfer in violation of this Article 13,

former spouse, or lineal descendent (including adopted children), In the event of
the gift of all or 4 portion of a Unit Holder's Membership Interest or Economic Interest fo one or
more donees who are under 18 years-of age, one or-more trusts shall be established to hold the
gifted interest(s) for the benefit of such donee(s) until all of the donee(s) reach the age of at Jeast

18 years, A



13.3 Transferee Not Member in Absence of Consent.

ARTICLE 14 - DISSOLUTION AND TERMINATION:

141 Dissolution. The Company shall be dissolved upon the occurrence of any of the
following events: - . o
| 1411 upon expiration of the termy specified in Section 2.4;

14.1.2 by the written agreement of all Members; or

14.

Manager shall immediately proceed



‘ 14.3.1 Payment of creditors, inchiding Memberg and Managers who are creditors,
fo the extent otherwise permitted by Jaw, in satisfaction of liabilities of the Company, other
liabilities for distributions to Members;

than

Except a5 Provided by
greement, upon dissolutiop each Unit Holder g



ARTICLE 15 INDEPENDENT ACTIVITIES OF MANAGERS
AND MEMBERS

~Any Manager or Member may engage in or bossess an interegt i other business ventures of

every nature and descri
Ownership, financing, y

the P ion 2.2, ’
2.3. Bxcept as otherwise provided herein, any such notice shal] pe deemed to pe given when
Personally delivered or, if mailed, three (3) business days after the date of mailing. r

the Company or the Manag
giving notice to the others specifying such changed address in the manner specified in this Section

162 Governing Law. Tnis Agreement shall be construed ang enforced in accordance with -
_ the laws of the State of Washingto, wﬂmmwm%w— —

16.3 Amendments, Thjs Agreement may not be amended except by tlie Unanimous written
agreement of all of the Members. :

16.6  Waivers, The failure of any Person to seek redress for violation of or to insist upon
the strict performance of atty cavenant or condition of this Agreement sha]l po Prevent a subsequens
act, which would have originally constituted 5 violation, from having the effac of an originga]

violation.

l6.7 Rights and Remedies Cumulative, The rights and remedies provideq by .Lhis
Agreement are cumulative and the yge of any one right or temedy shall not breclude or wajye the



/ﬂ) right to use an

y orall other remedieg.
rights the p

Said rights ang remedies are
arties may haye by law, sta

. Biven in additiop to any other
tute, ordinance or otherwise.

l6.§ Severability, [f any
Person or circumstance shal be invalid, illegal or unen,

Agreement ang the application thereof shall not pe aff
extent permitted by [ay.

provision of this Agreement of the application thereof to any
orceable to any extent, the remainder of this
ected and shal] pe enforceable to the fullest

16.9 Heirs, Successors and Assigns, Bacp of the Covenants, terms, brovisions and
agreements herein contained shall be binding upon and inure to the benefit of the Parties heretq and,
to the extent permitted by this Agreement, ‘their. respective heirs, legal fepresentatives, successors
and assigns, : '

16.10  Creditors, "None of the Provisions of thig Agr
enforceable by any credito

cement shall be for the benefit of or
15 of the Company.

[TS: Managing Member

343\OPBRATING.AGM



Name i
—Name -

NWLLC

~ Schedule 1

Member Information

Initia]

Capital _ Percent- -
Address Contribution - Interest
7610-40th Street West -100%
PO Box 64176 :
Univetsity Place WA 98466



Schedlﬂe 2

Allocation metho

ds under Code Section 704(c)
with Respect to (o

ntributed or Revalueq Property




7610-40th Street West
Fost Office Box 64176
University Place WA 98464-0176
— (253) 565-7255

~—— OFFERING PRICE - §1,00 per (g

e ————eeet—

20,000,000 Profi¢ Participation Units
Total Offering: $20,000,000

SECURITIES HAVE : OR |

: coszgIONORBY-'mESECURITIEsDWISIONS OF THE STATE OF WASHINGTON. FURTHERMORE, Ty
FoREGomGAmnommsHAmnorcoNme THE ACCURACY OR DETERMINp, ;
THIS DOCUMENT, ANY 1

NO AGENT 6R OFFICER OF THE, COMPANY OR ANY OTHER FERSON HAS BEEN AUTHORIZED 19 GIVE ANY
INFORMATION ORTOMAKE ANY REPRESENTA'HONS OTHER THAN THOSE CONTABVED IN THE PRIVATE
PLACEMENT MEMORANDUM AND, Ir GIVEN OR MADE, sucy INFORMATION OR REPRESENTA’I‘IONS
SHOULD NoT BE RELIED UPON 4§ HAVING BEEN AUTHORIZED BY THR COMPANY,
THIS PRIVATE PLACEMENT MEMORANDUM DOES NoT CONSTITUTE AN OFFER To SELL OR A
SOLICITATION OF AN OFFER TO BUY ANY OF THE SECURITIES OFFERED HEREB IN ICTION
-T0 ANY ON TO WHOM IT I8 UNLAWFUL TO MAKFE SUCH OFFER OR SOLICITA’I’ION IN [
JURI&DICTION. NEITHER THE DELIVERY OF THIS PRIVATR PLACEMENT MEMORANDUM NOR ANY SALE
HEREUNDERSHAILUNDER ANYCIRCUMSI‘ANCES Mmmmmmmnoummm» _—
(HANGEmmmAmSOFTHEmmAerM —




THEUNITS OFFRRE
INVESTORS, AS TR,

b DINTmSPRMTEP

RANDUM ARE
WAC 46044A~501, AND p

OFFERED ONLYTO AC

CREDITED

SUANT TO WAC 460-44.4-504,‘ AND
UNITED ST4 110 |

July | 1999,
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L. SUMMARY

A. Generg! Comments,

NW Commercig] Loan Fund, 11 ¢ (the "Corupany*) is 5 Washington limited liability company formeg on
May 11, 1998. J
This Memmorandym sets forth fhe investment objectives and method of Operation of the Company the

principaj terms of thie Limited Liability Company Operating A greemen; (the "Agreemcnt") and certain ofhey pertinent
information. However, this Memorandum doeg not set forth all-the Provisions ang distinctions of the Agteenterit ¢ -
y .

The Company is 3 limigeq liability coinpany formed under the 1aws of the state of Washington for the purpose
of investing and trading primarily iq (03] Promissory notes secured b deeds real
in accordance fnvestment objectives gng Festrictions set forth in gy,
ited Member in the Comp

Memoranduym the Opérating Agreement Admission as 5 Limited M
geaeral public,
C. mn 3

n%

The investment objective of the Company 13 to generate interest income and oapity| giaina while Preserving
the original invested capital, The Company wilf attemnpt to achieve long term capita growth by encouraging Interege
Holders o accumulate earnings g4 addltional unjts iq their capital accounts for reinvestment by the Company,
However, Interest Holders for whom current income js 9 abjective wil pe permitted to withdraw earnings quarterly,

E. General Manager,

The General Manager of the Company_is NWLL.c, (the "General Managern), N WLLC ina tastens
liability cornpany whicy was formed in 1995,



The General Manager wi have exclusive power gng authority with respect to the administration of e
Coriipany and afl aspects of the Company's lnvestments, '

F. Plan Of Distribution,
==L Distribution,

The units are being offereq on 2 "best efforts” basis, Upis will generally be o ditectly by the
Neither the Company nor the General M. i foci v oy Ompany.
Manner,

broker-dealers or registered investment advisors who introduce Prospective Limited Mempers to the Company, Sych
compensation shall be in amounts which the GcnemManagerdwmsmsomblcmd Appropriate. In no cage wi) gy
compeasation be charged against 5 Limited Member's capityy $0°0UBL. Any broker-degler Or investment adyigr
Assoclation of Securitieg Dealers, Ine

Oompeusatadfornmkingvmch lntroductions shal] pe member of the Nationa]
or other appropriate regulatory body, and reglstered as a broker-deafer o Investment adyiser 25 required in any stys
")

in which Interests wilf be offered. (See *Terms of the Offering,

otice by the Fund, (See, "The Company and [t Management-’lbc Yield, v

: quartcr on ninety days advance written n

After payment of all amoungs due the Members, including amounts for redernption of Upjtg for which timety
notice of redemption was given, the Members will bo entitled to receive, a5 their residuaj Participation, ajf Company

Capitalization requited by the Operating Agreement, The Members will pe entitled (o recejye Payments of thejr
Participation on 3 quartetly basis, (See "Investment Objegﬂvos and Policies-Minimum Portfolio Capitalization, “)

K. Expenses,
The Members wijf Pay.on behalf of the Company, in consideration of thejy barticipation in Comnany mene.

mo ml to omcespm' equlpnwnt’ mn“ﬁl. tﬂlm"lnnA oalanlas o
and recordine Af wasanao.. .



ﬂlatlhnltedManbeubegivmadeqaatcadvanee
of the quarter during which the adjustmeny

mezrumgaommeeawavbmofmc

pag bydieCompanyaﬁ'erpayment t‘ anrent '
“Surplus Cash or Mortgages" i defined ag the amount
which is in excess of mg Minimum Portfofi, Capitalization,

.thcanmmtnocéaldwdum
dwnenquartaforwhlchﬂw Companyhasfundsavauablcfor
remrmqn_me,aocmeincIdattheappmpﬂm

subsequent Yield rates. Yield
hvestedandonaocruodandunpaidﬂeldfmm

prior periods;

' of one percent (1%) of all Cash Available
ed to payment of g] Yield for the current quarter and Yield accryeq
additlonal payments of Company earningg

are made (g the Members,

wing requirementg;

ahlasy 7.

by cash and cash items (including reseto



quarters, and afier g]] redemptions of units for which timely request has been received haye been fyl
paid, the remaining Cash Available for Distribution of the Cotupany shal|
’) Participation, subject only to the M.

be paid to (e Members
um Portfolio Capitalization requirem
"Investment Objectives and Palicies-

Minimym Portfolio Capitalization. "

The Members and the Genergl Manager,

Iy funded ang

as their regjdyal
eI specified in the LLC Agreement, (See

: DO

sm‘s‘
The lnyestment Committes of the Company is comprised of two of the ‘orporate officers of N WLL.C
The ol and experience of thesa officers are as follows:
ymc.4l.kﬂm(h1cfﬂxecnﬂvc0mcerofﬂwNWLL.C. Pdortohisemploymmwimtbc
NWL.L.C, Mr. Byme was the Chief Bxecutive OﬂioerofNorﬂxww,tCo Bank in T, Washingten
that position since 1999 Priornbthathewuaoomme;cialloanoﬂioaatKOyBankin
Washington, Prior to that time, wualmnoﬁwruPugaSomdNaﬁonﬂBmkakomnmmgWuhhgm
Kerry Keely, 43, a Senjor Vice President of NWL.L.C hasleﬁﬂchottpany .
Robert Coleman, 53.lsﬂlePresidcntofNWLLC and will assume Mr, Keely's responsibilities on he
Commitiee, Mr. Coleman i 0 and Treasurer of NW BRCoxp.andaplrddpm_t '
in Nw L.L. C., both wholly : L.LC. Fo 7, Mr. Co —-
- Hehasbecnhxthebanungbuéinmforomwycm. .
m.INVEsTx\mTOBJECTImANDPOLICIES
A. General Obfectives,
‘IbeobjwdveoftheCo

0 achieving attractjye rates of
Company expects that at least 6

3% of the Company's a5ses
The Company may invest up to I5% of it assetg in

Invested commercial loans that
higher risk commercigf loans, including

tend to yse borrowed

funds to achieve leverage in lavesting in Mortg_ages, nor will
engage in ghort selling or hedging of

Mortgage Investmens,
The Company wil] yse prudent standards ne s . . -
APAAMNvua T . —



$5,000,000. The Cotpany wil] permit investments jn short-term assets based on evaluation of rjgy. For purposes of
this Memorandum, "long term*-assets are Assets typically held for approximately ope year or more, which "short
term" assats typically are helq approximately legs than one year. _

) - - A . wﬂ -
equity interest in the underlying real estate, Loan to values Will not generally exceed I5% of value in "Ax and *B*
borrowers and 65% in “hard money* borrowers, R S

The GencraJManager will genecally determine value of the real property underlying g Mortgage by
using as many valuation factors a5 the General Manager belieyes are appropriate for a giyen Property, including,
without limitation, last sqla price and date, assegsed value, appraised value, and property value index for a specific

(5) Credit History,

The Company wil| geacrally not invest in Mortgages in defauj, The Generyl Manager wil| maintain
link to Bquifax Credit Seevices or other comparable credit feporting agency for checking and monitoring
creditworthiness of debtors on Mortgages. The General Manager will also Teview county records ¢ determine ¢hqy

ed on propertjes. -

The Company wilf enerally purchase 5 lender's policy of title insurance, or gy endorserment ta gq
existing policy, on each Mortgage acquired, ,

(7Y Purchase of emberg,

The Company CXpects that many of the mortgages which it purchages will hava hoan mutos. . .
pmhased bYNWLiL-C-' mdNWL.L.C mav aantHnesms ae o . e . .
Prmess - Q2.  a _—aa -



v 8) Excengions,
")

One or more iI
Situations Wherel the Genera| Partner determines
it does not conform to g policy guidelipes. [n,
bercent (10%) of the Fypgr

C. Minimum Portfoliq Capitalization,
.
The General Manager ghalf s, Its best efforts (o gai
Mortgages (the "Minimym Portfolio
of all

maintain at all tmeg 5
Capitalization ") the value of whj is

Units of the Company and 1 accrued
.One Dollar ($1.00). The Geaera]

teld, each yni deemed ¢o
Manager shan determine the vapge of any g
Putposes of establishing Mininmm Porttyty

Mortgages fa14 bytheCOmpany, for
Capitaﬁzudon,bycalauadngtheaggreg ; :
OuwmndmgonauMomw. without premum,

the Mortgage obligation, or any other factors,
Mitllnmn;PortfoHo Cap i

The investment objectives of the

I8 authorized (o Incur all. expepges
necessary or desirable, The organizayj

. ‘ on behalf of the Company which they deem
Aonal expenses of the Company (including CXpenses of the original offer and sale
Wil be paid by the Members, Co :

The Member will pay an bepyit of Company, in considecation of its partsgpagioy 1y o,
all expenses relating to office 8pace, Squipment, supplies, telephone,
and recording of transactions, the P

mpany profits,
salaries ofln-housepersonnel.servl » E5CrOW
urchase, gale, trade, custody, transfer, or hsuranceofCo
which are part of the day-to-day
- Profesalonal serviceg

mpany assets anq other
ont of the Company, Ancluding

such as legal ang accounting fees,

in defauly, Bxtraor,

and fees and costg of foreclosure gng Collection of Mo, es
expenses resulting from real 0 after on ag. Mmortgaged prope ,
Including taxes and maintenance expenses, will also pe €xpenses pald by the Membe;

VYN The minjmygy, subscription jg
right to walye tig requitemen iy Particular cageg, Units
negs day of each month,



B. E;pemg Of The Offering.

Legal, accounting, and printing costs, administratiye filing fees, and organizatiogia eXpenses accrued in
connection with the continuing offering of Units wij be paid by the Member,

C. Duration Of Offering,
==auon Of Offering,

This offering shall remain open unti] the maximum subscriptions haye been received, or untjf the Memper
elects to terminate the offering, whichever js earlier. There is no minimum offering requirement. v

% foF s setvioo n comnecton with e offctag, Capfia COBTbLOns $10u1d be mad by gggy
certified check or electranic funds transfer, on or before the begiunlpg of each fisca] period, _

vestments
degree of risk, There are special considerations for Ppension and other retirement plan investors
In the Company. (See "Who Should Invest-Tnvestmen; by Qualified Pension, Profit Stiaring and Stock Bonus Plang
and Individusl Retirement Accounts, ")
E. To Become Lintited Member:
To become a Limited Methber, an investor meeting the-requirements set forth in his Memorandum (seq

"Who Should Invest*) must sign a Subscription Agreement and-Speclal Power of Attorney in the form provided by
the Company and provide funds by electrogic funds transfer or check in the amount of the subscription ¢ the
Company for the investor's Capital Contribution. Instructions for electronic transfar of funds may be obtalned from
the offices of the Company. The Genetaf Manager has the discretion ¢o accept contributions by methods other thay
electronic funds transfer, under exeeptional circumstances, Punds will not be Invested, and no Yield will acerue with
Tespect thereto, until such funds are "collected* and available to the Company, ' '

In order to permit the Fund to cotnply with federal and state securities laws, Prospective investors will alsp
be required to fill out anq sign a "Purchaser Questionnaire® in the form provided by the Company, and purchager
representatives of thoge Pprospective investors who utilize a purchager representative will be required to fill oy and
sign a "Purchager Representative Questionnaire,* The Information provided by offerees or purchaser representatives
In these questionnajres will be maintained ag confidential to the fillest extent possible, and it i not intended that guap

information will be forwatded to any government agenoy.



] F. Approval by ghe General Mang er of all Investments 1, Limiteq Members.
O  The General Manager reserves the right not to g 80y proposed Limiteq Mernber priog ¢ the acceptance

of his or her subscription,

All funds recejved by the Company from Prospective Limiteq Members wif] pe deposited in tryg inan FDIC-
insured bank account or invested i secured short-term obligations of the Member Pending acceptance fop Investryen;
by the Company. ‘The Company wij] incur no liability to Pay the Yield on any funds recejyed until the Company has
Aaccepted the funds for Investment g Mortgages. Untiy thg time, the prospectiye Limited Mempe, Is entiled to. -
Teceive 4 refund of his or her fings wPOn written request and upon thiee (3) days notice tg (1 General Manager.
Punds 59 returned shall include a1 interest earned on them while o deposit op invested i trust,

Y. WHO SHOULD INygsT
Investment in the Units offered hereby involves & high degree of tisk, The Investmen¢ will have limited
liquidity, 0o public market for the Unitxiscxpectedtoex!st,- andﬂmsaleortransferofUnltsls scvetetytesajlmd.

Alﬂxpughlimlted'MCMbm Will be eatitled (o a Yield on their funds invested which is cumulative and
COﬂmanywllla!wmgenmtc

preférredoveunypuﬂe@aﬂoaofdeanba,mmmbomgumm(hatdw

g Co. tonawmhvmmﬁcywm It unsuecessfyl, copyq

hvo!vedxnlﬂcamlossca. Investt_nentln.ﬂwUnimismiubIeonl Or persons of adequate finara. AN Who v
. to e ir .

(8) Any bank g5 defined in section 3(a)(2) of the Securitles Act of 1933 (the * 1933 Act") or any savings'
and loan association of other institution g5 defined in Section 3(aX5)A) of the 1933 Act whether acting in jg
i ecurit

Individual or fiduciary capacity; any broker/degler registered pursuant ¢ Section 15 of the g es Bxchange Act
of 1934; insurance company as defined i section 2(13) of the 1933 Act; favestment company registered under the

Investment Company Act of 1940 or a business development company as defined in section 2(a)(48) of that act; Small
Business Investment Company licenseq by the U.S. Smayt Business Administradqn under segtion 301(c) or (d) of the
Small Buginesy Investment Act of 1958; employee benefit plan within the meaaing of Title 1 of the Employe,
ment Income Seourity Act of 1974, if the Investment decision i thade by a plan fiduciary, 45 defined in segtjoy
3(21) of such act, which is either a bank, savings and loan assoclation, Ce company, or registered [hves'ment
adviser, ot if the ermployee benofit plan s total assets i excess of $5,000,000; or, if 5 self-directed plgn, with .

At (b) Any private business development company ag defitied in section 202(a)(22) of the Investmant A dwin..
L of 1940;



")

(©) Any organizatiog described in Seotioy 501€)3) of the
Massachusetts or similar business Trust, or partner,

Interny) Rey
ship, not formed foy tho sp
_ offered, with. tota] assets in excess of $5,000,000;

, enue Code, corporation,
eeific purpose of acquiring the Securities
(@) Any director, executjy,

¢ officer, or ge
or any director, executive officer, ¢

neral partner of the ssuer of the sec
T general partner of 5 general i

(e) Any natur
of his or her purchase exceeds )

© Any natura person who had ag individyg] income in exceagg of
years or joint income with that pergo,

| chciﬁcpurposg 0f acquiring fe .
; byapmonwhohassuchhoWledgeandcxpcdcuoehlﬂnancjajaﬂd
Iness matters that he or sho Is capable of evaluating the merits and riggs of the prospective investment; or

' Any investor having 20y question regarding suitability standards or auy other aspect of the offering shoujd-
contaa‘Kt?ﬁ Byrue, Manager-Member of iy WL.LC. at (253) 565-7255. The Genora] erreserves the right
t accept or reject any mbscdpﬂon,.!n 1ts sole discretion, )

: ¢ Lompany are dffered i
Bonpublic offerings, ‘and

rellanocuponstatcandfedatalexmmﬁem &umrcgisuxﬂm for
the Company wiig nat be registered under the Investmen¢ Company Act of 1940, Racy
Prospective investor will pe required to satisfy thendtabﬂltyﬂandgrdrcfemd toa
she:

bqu and to represent that he or
*  Isinvesting in e Fund for his or per OWn account, for investmen; Purposes only, and po¢ with a view
ution;
* 18 a sophisticated Investor (or hag g qualified purchager Tepresentative) capable of evaluating the rigi
and merits of an investment I the Pund;
*  has had acoess to sufficient Information needed to make gn investment decision about the Pund;and
*

Additiona] suitability fequirements or restrictions on lnvestment may be applicable under the laws of cortajn
states in which (he Units may be o er .
B t B ed Pension, Profi aring And §
@ en -

The compaﬂ)’ aperates lﬂ 4 mnﬂﬁt daclimnad san -
are emaliflad coae 1.



Partners mygt comply with complex fiduciary gnq fax requirementg imposed by g4 Deparﬁnent of "DOL*
and the Internal Reyeqye Service (*IRg"), THIS LiMITRD DIScussion 15 Nor INTENDED 19 ?Ubl?;'r(l’?%ﬂ)
FOR THE ADVICE op INDBPBNDENT, QUALIFIED LEGAL COUNSRL,

A fiduciary considering investing 4 portion of the e of a Qualifieq Plan in ¢pe Fund ghoyyq take into
account the particular facts and circumstanceg of such plan, and shoylq consider amopg other things, () whether the
televant plan ingtrumenys permit inyesting ip 5 limited fiabiity Company; (ii) the definition of plan asgety under RRISA
and the application of pOf, regulations; (iii) whegher the investment satisfies the diversificatiog requirementy of
>ection 404(a)(1)(C) of ERISA; (v) Whether under Section 404(a)(1)(B). of ERISA, the investment g5 prudeat;- -

' Considering the nature of the investmentg of the Pund, jts Compensation Structare, and jeg relative Miquidity; ang v)
the Qualified

Whether the Fund or the Generaj Manager or any of its affiliates is afiduciary or 5 party in interest ¢,
Plan. ’ '

Reveaue Coge gy "Code") prohip certain
transactions involving “plan assets of caployee beqefir Plans subject (o Title 1 Of ERISA or of any other
Pplan subject to Code Section 4975, such as an IRA. (Any such Plan is referred ¢ below ag 5 “plan"), Neither s
Code nor BRISA defines the term “plan assets, » - :

ased. Further, g pfollibited trangaction involving gy etployes benefit Plan coulq subject g disqualifieq Person
t an excise tax and ¢ certain remedia measures impoged by BRISA; a prohibited transapyioy Involving ay 1p 4 could
result in jtg disqualification wity resulting tax to i beneficiary,

Unrelated Business Taxabls ncome

Quallfied Plang gre generally exempy from federg] incorne taxation under the Coq, However, Qualifieq
Plans are subject to fadera] Income taxation lo the extent they have any "unrelated busineg taxable ineome* ("UBTI™
(8 determined i Accordance with Section 511-514 of the Code) in excess of £1 non - X

Compﬂlly'l bllsinesa will constitute an nnrafns.s ...
h i .



v income, and capital gains on Mortgage investménts o the extent not "dept financed, " are generally exe
' ’ en mpt from
") UBTI. (See "Federal Income Tax Considerations-UnreIated Business Taxable Income",) R

~ Biduciaries hould congult theimwn 1ax advisors regardin the federal incorne fax conge uences of inyesti agsets
of an €xempt organization in the Company.

THE FOREGOING DISCUSSION 1s MBRELY A SUMMARY O ISSUES A pra
SHOULD BVALUATE WHEN CONSIDERING AN
URGED TO CONSULT THEIR
FUND.

that trust agreements allow for investment g5 a Limited Member gy 4
ility company, ERISA Partners are required to furnish 5 copy of the plan's trys agreemen
er

_B. Contributions.

apital may be contributed to the Company by Limyeg Members effectiye,
asofthebeg!nningofmycalendarnmndl. :

C. Withdrawsls,

——— —_—

——— .

under ordinary circumstances,

vy x Ldmmited Member may withdeaw s or 5
Provided that written notice of such

part of his or her capital at the end of any calendar quarter,
days before the end of that quarter

withdrawal ig glven to and actually recefved by the Genera

Ger at least 60

Payments of withdrawals will be mads g5 500 83 practicable after the withdraws date; however, the Genora
Manager has the right to delay Payments in extraordinary circumstances,

VIL. TRANSACTIONS WITH MANAGEMENT

A, Purchases and Sales of Mortgages with Affiliates,

‘The Member and jtg affiliates will be 4 primary source of supply for the Company in acquiring now
.Mortgages for its portfolio, There may also be times whep the Member or one of its affiligteg acquires g Mortgage
from the Company in order o provide the Company with liquidity. The Member will not be entitled to recetye 4
commission or other comy nsation at the ime ity sells a Mortgage to tho Company or finds 4 Mortg

investment by e Company, which the Company acquires, ‘ /

age suitable for
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€ valuat| th e exteng they sl q
Uation methodoj, d :
5t in valuing the Mortgages. 87 adopted by the

The General Manager wil] yge its best efforts to ayo[d gy actual conflict of ; ' i
. . ; Interest in jtg :
decisions. It wiif adopt a genery methodology whic Will calculate the value of any Mortgage o4 ip ot 0 sl
principal balanee due.

8 tota) remaining
B. Investmentg By Affiliates,
: ’ )

F ¢ to time, i

e;.;g et:nc time, the General Manager/Membcrs may accept ag Limited Members i the Company certain

C. Other Responsiblicieg o the Genernl Managyy.

.. meindividuahwhooompdséthcexwudvéoﬂicm:n&mcmmemw ral Mang er ar ntinualty

faced with demands on their time other g ﬂnoseofdmcompanymdmaydevotcﬁmetoothcrbusgfnme:cw?iﬂz which
they are affiliated, Their devotion oftimeandenergyto other '

mattmmaybcpcmaved asa i - ,
Will not diminish thejy responsibilitles as fiduciaries of the Generg] Manager. condlict of interegt, py

riginat i in Mo, esﬂ).
thataxpedcnce,ma-ecmbenotssurance “gbaf rltsov;':

An investment gy ¢,
Omddcmdtohwolvcahlghdesrceoftlskaudﬂ:clnmtormustbewﬂba' ing and able o weagye, P2 Should b
Company pays Jit1e OF o returns on investmen;

. 2. Reliance gn Eey Peopfe, .Kevin Byrne and Kerry Kecly, employees fNWLLC
responsible For Providing administragzye and t N Al

' executive manageinant services to N WLLC. wity respect to
Bevices it will provide for the Company, If either of fhege Peaple are unable, for any reagon, ¢o 'g:e xﬁ

duties, (he Comipany might sustain losses, experienico 5 reduction In jtg refurng on inkunent. in
liquidating jig Investment, A e delay

In real estato contracts, and the ‘apacity of 1 borro
3 promissory fote secured by teal Property to pay ¢he debt promptly in accordance wity

wer op
There is a risk that adversa general economi, conditions coyjd

the terms of g4 obligatio,
affect the profitability of the Company anq its ability

Industries coutd affeot properry e FO!



S.. Lack of Liquidity, There jg 5, public market to proyiqe liquidity for g Units, and no magcer
is expected to develop, The Company will b the only source of liquidity for the Limited Members, ang it

6.  Borrower Defayits, Borrowers angd purchasers who are obligated under the Mortgages in whyn
- the:Company will nvest are often persons who do Dot qualify for conforming or federally guaranteeq bank financing- - -
and may gederally pe regarded gy higher risk borrawers, with an Increased ek of default in p

Fund's Boverning agreement proyiges only that the Yielq Payable to Limited Mermbers i cumulative and wijf be paid
before and in preference to any participation payaple ¢, the Member for g gpecified tima peripd,

' 10. d Liabllity for Thirq Party Claims, Ag a resylt of lnvesting i Mortgages, the Company may
be subject to liability to varioys third parties, The Ownership, aperation or, possibly, holding of mortgage or deed

of trust against Property on or near whieh hazardoyg substances have been discovered sy subject the Company to
substantial fisbijties under laws and regulations pertaining to hazardays waste, In addition, a4 result of cortajn



1. Insurance ang Casunlty Loss, It Is the policy of e Company ¢, require fire and/o, casulty
insurance on Property improvements whjog would be sufficien (ogethier with the yape of the land ¢, pay of all
ich oo oo

1 ck of Control,
Company or in the conduct of jts .

those dlmcdyaudbutablewmcuaan‘:own fraud, gross
clrcumstances, the Member will be entiffed o indemmnification from the Company, Itisthepollcyofthc

Securities and 0 Commission that indemnification for securities law Violations i against public policy and
therefore unenforceable :

: nmlite HCINVers-of -y e 3 €iviiviy: " KTy ap
slgnificent OF thelr time to the interests of he 1, any, they also wgagelnoﬂmbns'inmacﬁvmec.lncludmg

f are similar to those of the Company. The death or disability of any of guch perzons, or the
fallure of such Persons to remain aq officers of N W L.L.C. would likely have 4 Material adverge effect on the

aperations of the Company,

of Involve g violation of the registration

abs
requirements of the Securities Act. Ordinarily, is tueans that transfers wilf pe restrioted to Instanceg of death, gift
OF passage by operation of [aw, These restrictions on transfer are in addition ¢, those found iy the Operafing

Agreemen,
| 6. - Restriction on 1§ uldity, Transfers of Company Units nd Redemptiops, Aniuvcsnuentinthe
Company Inyolveg substantial restrictions on liquidity and Unitg Are not freely transforgple, There ig no market for
Units of.the Company, and o market 1 expected to develop, Consequently, Limjteq Metubers wilf pe unable to
except by accordance .
Agree e By In the /
his wbdts o



While the Company intends
can be no assurance

accepted by the IRS,

to seek advice of legal and

accounting professiopls in tax matters, thepe
that the positions of the C

Ompany as to the tax consequences of jg Investment Strategles will pe



")

4. Limitation on Deduction of Capital Losses, [t is possible, iy taxab|

. , ~able year, that 4 1
Mgmber may be allocated g Pro rata share of Company capital losses ag well as a prg rata share o); Comp:n);a o&m
Income. In such case, because of the fedetal income tax limitations op the deductﬂ)iu‘ty of capita] losses, 4 Limited

Member may realize taxable income from the Company athough fron; g econonic stando.s
’ int
have earmed no profit or operated oy 4 loss. point the Company nay

3 Limitation o Deqyetign of Passive Losses, 1t is pogsipys that a Limited Mepmpe
Passive losses ang portfolio income, Section 469 of the Code, introduced by the 198¢ Tax Reform Act, nrlal;'msuspmy lwfi
such losses while the Limited Member Tust report all of hig or her portfolio Income, Due.tg Passive logg Limitations - .-
nder Sectlort 469 of the Code, the Limjteg Member tuay be required to repory income when e oy gps actually sy ffars

an economic loss. . , .
- 6. Limitation on Mcﬁbmg of Investment Fnterest. Becauso of the limitations undey

on the deductibility of interest incurreq for investment Purposes, it is possible-tha; 2 Limited Member woulﬂ;cn(;‘toﬁ

Limited Memper invested wig, borrowed funds) incurred

able to deduct ajf Investmenr interest (for example, if 5
during the taxable year,

7. I_mggeFedemIIncomeTnxQleatIon or Changwinl{sgmuons. Thefédera]inoome -
are the subject of continuing scrutiny and proposals toramendmegt, In 1997, Congrm,passed the wnm;
Relief Act, which made broadcbangw to the tax cods, Anysud;newlegisladonmayaﬂ‘ectthc tax treatmen of
income to Limiteq :

additiona) new ;

IX, FEDERA], INCOME TAX CONSIDERATIONS

'IhefollowtngismwwmmumngmeMpMIwumeMwmmmofan]nvemnm
2 'Ihwcmaymywiduboidmtﬁymdm { the fn VERISAp!angrodm
.4! e n '. .y = ..- ;”: age d 'r‘ OFlm

_tility. PROSPECTIVE SHOUL]
mfoRArmmfASIEGAL ULDCONSULTWI'IH OWN T

A. Status As A ership,

The tax €00¢s to the Company and its Interest Holders depend upon the chatacterization of gy

. consequ
Company for federal income tax PUIposes as efther o Partnership or an association taxable 54 2 corporation, Ajg,
the Company hag not Tequested & ruling from the IRS concerning its tax status, the Company l_las?;etved an Opl(x)ﬂug:
Of Uts counse] ther, subject 10 certain couditions, it 15 mora likely than not thag the Company Will qualify g4 4
partaership for feders) income tax purposes. *Howeyer, a5 opinion of coynge] will not Prevent the IRS from
chauenglng the partrership status of the Company if j determineg (he Company s ore properiy taxable ag 4

Corporation,

Certa .
Regulations. Limited lisbility companje are 0ot within (hat defined category. Under the chulaﬁons, uninco, :
mestic business entifjes formed after the offective date of the fingl regulations wijf Sutomatioally be clwflpﬂo:'u-ef

partntships for fedors) 18X purposos, unlegs the organization elects to be tavad ow - ...
ﬁ,md after the eﬁ‘eOﬁVe dats of tha Daned_.:. =

L. .



The Omaibus Budget Reconclliation Act of 19g7 ("1987 Act*) contain rovisions
consequences for publicly traded Partnerships, Under the 1987 Act, publicly tridcd pa?f},gﬁ,ﬁ;wdff;:ff r:gttaig
eXistence on December 17, 1987, will pe taxed as corporations unless at least g g of the gross income of gy
"qualifying income” yp e Section 7704(d) of the Code. "Qualifying fncomer includes interest
8Ains from the sale of other disposition of securities. The term "publicly tradeq partnership” s defined

invmr'sbashmhisorbequltsawaeducameg

TheparaclpauonMCompanymmmgxbyﬂwmnuedMembemwmmﬂmﬂedtotheYield. Accordingi X
since the Ylddﬁmitaﬁonhucertamchammmofdebt. ﬂlclRSmaydm!!algeﬂlcmmaofdleUm&debm
asﬂmmmanbmmme&mpanyforfedmlinconnmxpmpom. Inmad,ﬂwmsmwmpm treat guch
llmmumm”hddmdde&thmumuuopmmdmequkypuddpmmrmuhmhxpmp@.
flheconseqmofmchwhanengc.ifwﬁu, oouldarguablyhavcmtdvmeﬂ’emgmclmmamofm
lwuapmmhiptoyfedmhconrmxpmpm. Furmemnm.ﬁddpaymmmmﬂxcummuanbmwd
notb.esubjedtodoubk'ﬂndmiftuchumldeanbeuwmmwduholdmddebtmwbmsewm
: lnoome.uxpmpom mchpaymeundzouldbclwuedu

‘ iftheCompany )
deducﬁblelnterestpajfmambyﬂwCompany(Me:ornoﬂtkmmuawmmwwmwumm. .

. Ajtﬁough the matter Is no¢ entirely free from doubt, Rotwithstanding the abovye discussion, in ghe opinion of
counsel, the Limited Memberg should bé treated g5 equity participants in theConmanymdlctﬂunholdm of debt

B. Tax ences ember and Limiteq ember, '
is taxable g4 4 Ppartnership if is no¢ subject to federg] income tayes. on jtg

If, as anticipated, the Company
income; rather, each Interest Holder i Tequired to report on pis or her federal Incomé tax reyry his or her distributive
uction and credit of the Company for the Integast Holder'g taxable year

ghare of all itemns of income, gain, loss, ded
within which t1e Company's taxable year ends, regardless of whether the Company mgeg any actual distribution g
the Interest Holders during that year,

: As indicated above, since the Yielq limitation hag certain characteristics of debt, the IRS may chuueagé the
status of the Limited Metnbers as [imiteq partuers for federal incors (ax purposes, Therefore, the IRS may attempy
to treat such Limited Members as holders of ebt instrumenty gg Opposed to equity Participantg for federal income fay -

purposes, The consequence of such a chq|
bers



B . Generally, 2 Limited Mempeg s initial adjugteq basis in hig or pey Units is equaj ¢, his or her ¢ag capial .. .

contributions to the Company. An Intereg Holder's basis wij 5[, be increased by pyg or her totg] distributive ghars -
of Company income, gain ang Certain Partnership labilities, and reduced by:. (1) pig or her tota] distributive share of
Company losses; (2) total Company distributiong made to him or her, (3) decreases in e share ofConq)any liabilitieg
Previously included iy his or her basis; ang (4) bis.or her distributive share of certain othe nditures,
nondeductibls Company expenditures oy Properly chargeable (o his or her capital accoypt,

A Limited will be deted“atdsk?tothocxtmtof (l)dxatlimited Gmber's actyy
contributions ty the Company, plug (2) any other Which he or she figg in the y (Le.,
for which he or ghe i Petsonally lizble or haq pledged ag security other Property not refated ¢, this activity), Plus (3)
the undistributeq Company income allocable tg 5 Member, Jogs () losses deducted in prior yearg d’ y

Thcfedera!lnoomctaxconsequeucestomelnm of an i, the Comp will depend

the Connpany,

all

Or his or her adjusteq 81055 income, Any gxcagg over the $3,000 limitation 14y bo carried oyey 1, Offsot capital gajn,
Or ordinary income subject to the $3,000.limitation in future years, If the Limited Member ig 4 corporation, the pet
capital loss can only be used to offyet capital gaing, wigy Ay excess cartled back firet to the three prioy years and hep

carried forward to the fiye subsequent years,



To the oxtent that the jneq

e or losses of the Company are determined ¢ be income op loss from 4 passive
activity, noncorporate Interest Holders (andcertain Corporations which are Personal seryice corporationy or ype closely
held) should consider the impact of the limitaty from passive

activitiag under. -
Jnder Section 469, losses ang credits fy
from similar pagsiye actlvities, Por

In general, a "pagsiye activity” is any penpy] activity or any 2ctivity which involyes
business in which the taxpayer does not materlanypardcipatc. For purposes of

is uutedasmatcriauypatﬂcipadnginmwﬁﬁtyif

set forth in mcMu:yRegulaﬂom

: " y
number of hours worked) rather than the

the condnet 0fa trade or
Sectlon 469 of the Codp, 4
the taxpayer satisfies o least one of the seven safe Rarbor rufes
these rules emphiagize the quantiey of taxpayer Participation
Ve nature of the serviceg

Bxcept as provided in.the Treasury i '

4 Ho » ‘,hf-’ Gﬂleml er
f mepﬂonswmnotappb': andthatdwlnconmreccfved by the
embers will be either Passive or portfolio Income or Josg under tha Provisions of the Code, The Passive or ngp.

Vo nature of trade.or buslness income ig at the individual feve and is pot considered to by ,

Partaership ftom,

. The above analysis is baged Upon regulations, including tetmporary regulations, jsgyeq by the IRS. uch
detail has ontitted from this analyels and further Intecpretation of these provisiong Will be proyideq In additions|
regulations and administrative ang Judicial pr, otential investors are g4 lsed to congyye their own tax
advisors to determige the consequences of Section 469 op thelr personal tax liabilj

D. Deductibil Of Interest Anqd ther Partners enses,

The deductibility of Interest expenge Incurred by , noncorporate Limiteq Member why borrows to
his or her invegtinens In the Company gnq the deductibility of 5 Boncorporate Limiteq Memberty
o - OXpense (if any) paid by g Company may pe limited,
expense, o the analysis belo

e Co
W Will apply only to fntegest PAld by Limiteq Membe
Company, 1n order to determip, whother such inforest
tncurred

T8 Wbo bOITOW MONSY tn dsserans 1.
‘ﬂ deducHhia it eeoens t . . N
(0 geauire Iadtn to ot



are- not treated ag investment income or Josg in calculating ¢hs amount of e

ough the 1ntetest deduction limitations are in part summarized pe 1, cach investor should consult his
itations on the deductibility of Interést expense,

tial
E. tive um Tay,
Inaddlﬂontothcmgularhoomctax,analwmaﬁve taxwhichmugcsfrom%%tozs%for
Individaats and 20% for corporations {g Imposed on dhe excess of alternatiy, taxable incoms over an
on amount, Altemaﬁvomhhmnn taxable income i senerally equal to taxapya income determined



. requirement, 3, which
IRS ; Timinat
Generally, any distribution ¢ o Interest Holder on Withdrawal, liquidation or otherwise {5 based catirely upon
the Interest Holder's capital account or $ome component thereof, .
G, Hetices of Contributions Distributions Fartial anq Tota] thdra 0] ev
* Company, and Sales of Units, . )
‘WY’ ﬂwcollﬂ'ﬂmﬂon YL CA8/0 by an Intes SSt-Holdertg nttea iabilitv oo ; g X2 'ee?ent.
distrib which a

P, Tax Allocations in (energ],
N

lerm of the Company, sucy calry of new Interest Holders, the withdrawsy (total or partiayy of Holdery'
and increages Holder's capita] » 85 Well as other ref matters, can be degft With a8 fajrly 4
possib!cwiﬂlmmeﬂmitspwcdbythe ¢ and IRS .

appreciated inventory®), or (2) unreallzed. Tecetvables, It g distribution from the Co
attributable to either inventory (as described above) or unrealized receivables, the tax Impact will pe 6overned by the
complex provisions of Sectjoy 75 L(b) of the Code, but gonerally may regylt in ordinary incomes recognition to g,
Interest Holder or the Company, Subject to o :

Benerate long-tarm capital galn or losg on disposition,

If the distribution is nog In liquidation of (e mpany or in liquidation of 5 Interest Holder's Interest, he
Tty distributed will, Benerally, be the legger of (a) the Company's basis in the

' Asset, or (b) the Interes Holder's basis iy i Cotmpany Unitg, Ifthe property 19 distributed iy liquidation, ¢he Interest

Holder's bagyy i the distributed property will be the Interest Holdor's adjusted basig i his or her Company Units,
Property distributed wijj, generally, retaig in e hands of the dlstribuwe.lnterese Holder the game character 54

it had ¢o the Company, Furthermore, if the distribugeg Property constituted inventypy 1o e o 2206 Char

that character for five years to (he distributes Intarocs tare.



-)

nber sells his o ey Units in the Company, any gain Will be treateq 54 capital gain ypjagg
unrealized receiyableg o Inventory, i which event the proceeds are taxable ag ordinary

income. If only a portion of ts 8Ai Is attribytape to inventory or unrealized feceivables, they only that portjoq of

When a Limited Member dispoges of his or her entire interest i the Company in 5 fully taxaple ransaction,
any losses previously suspended by operation of Section 469 of the Code (i.(:. » passive activity losses) may be allowed,
If any gain from the sale of the Units js cousidered passive, it wiyy be offset first by any suspengeq Passive logseg, -

ded 3
Tecognizes a loss on the disposition, the limitatjons g the deductibility of aptay losses apply, -1 the 0as0 of fhia -
M ' e

disposition due to death of the Lim;
-amount by which the basis of the decedent's ingerest in the Company wag Increased g death under Seofiny 1014 of
e. ) ) .

Profits may resujt iy o on of the
wdchodeSwtionmﬁprovideﬂwt atwbnlcal"eanipgtionrwultslna ution by g

old Partuership of all assets ang Labllities ingo anewly formed Partnegship in exchange for new partn

The Interests of the new are then deemed distributeq ' onofﬂleoldpartnermlpta

the ongoing members. Such a termination does not closo the Company's taxapls year. '

General Manager may fi, on behilf of the Company, an efectio vader Sectian 754 of the Coge g,
In W reflegr—

.d ﬂw b”l‘ Ofcompany ] y oven Ne g ) :
- Siribui upon the liquidation or gale of Units in the Company or op the death of g

adlsttlbudontoanlntcmHoldcrtowmtinrecogni_zedgamtothc

In general, under this clection, were
distributes Intecest Holder, the Company woylq Increase the basis of Its remalning, broperty by the amount of gajy
gnized, ' )

Conversely, if an Interest Hojger Were (o recelve g distribugiog that terminated his enyr, Interest a¢ g Jog,
the Company would decrease the basis of its remalning Property by the amount of the loss recognizeq to the distribytes

Interest Holder,

o, atpresent, does not inteud to make the Section 754 election, If, however, the election
d without the permigslon of tfie Commissioner of the Interng) Revenye Service,

Investing in the Companf may subject the Interest Holder ¢ certaln state.and Jogg] income or oxclse taxas
In states in which the Campany may be deemed to be doing business or oW property,



stantially refate~ y, the exercise of fhe function whicp underlies the tay eicmption of the
‘Organization, or from “debt financed” Property. Since interest, dividends and capitg] gains, the creation of whjcp s
the objective of the Company, are excluded from UBTI, the General Manager CXpect that there will be [ift]a or mo

UBTI to tax exempt Memberg, Howeyer, a tax Exempt organization considering ap investment jy e Company shoyyy
E t t ... . -7

consult carefully with i1 Own-tax advisor ¢ determine whehey the income frop this iny, Will bo treateq 4
unrelated businesg taxable income,

K. Tax Returns,

) The Company wij furnizh to eap Interest Holdar 54 §00n as possible gfier the close of tfe Company':
" taxable year, information required for filing federa] anq state income tax returns, The Company itself will filo gy
. annual U.§, Partnership Return of Income gnq Cotuply with all state and local feporting requirements,

'lhe’IthefonnActofw&. a3 amended by ha 1997 Tax Act, alsowml.ituthatcachpemonwho
after artnership "unrealized receivables” or “Inveatory jremgn (within

' puw'xpummcommmmemm. Becanse of thege rule ted Memmbe
beboundbyacdontakcnattthonpanylcvelbythe"’I‘axMattaxMcmber" Wﬂhomhavingmeeivednotice&‘om
the IRS, The tax law also matlntcthoIdmlreatOonqaanyixamonmeIr i returns consisten,
treatment on the Company return or disclose the different treatment, Penalties gre Provided for faityre 44 comply

The Company wil{ pot register currently ag 5 tax shelter with the IRS because it Bot currentfy required (o
- Ifat any time during the fjye year period after Upy are first offered for sale, the

Y becotmes a “tax ghejtar* within the meaning of the ¢ax shelter registration Provisions, the Company wiy be
i pection,

L. Note o aution

IHEFOREGOINGDISCUSSTONISBASED uponEnsmemeRmmons OFLAW AND -
REGULATIONS WHICH ARE sUBJEOT TO CHANGE, PROSPECTIVE INVESTORS ARp STRONGLY
URGED TO CONSULT THEIR OWN T4x ADVISORS REGARDING THE TAX CONSEQUENCEg TO

m .

A prospeoﬂve le“ed M&Hber shantd e .
"Aprasmansts mv . . ..



' A Organization Ang Managenan;.

The Company was formed op May 11, 1997, pursuant ¢ the Washington Limiteq Liabitity Company Act.
The Member of the Company is N w LLcC,a Washington limited liabllity company,
The Member hqs full and complete authority with

respect to the Management apq o,
Operations and all other aspects of the Company. The Limited Members have no barticipation
do not vote o any matters other thap material amendmengs ¢, the Agreemeny.

0ol of the bysipess
in.managemen: and

D.  Fiscal Year,

The Company's fisca] year ends on Decomber 3.

 E. Capital Contributions,

Subject to the discretion of the General Mana
Is

8er to make exceptiony, e minituum fnig) capital contribution
$25,000; Additional capigef contributions may be made by Lim{ bo
of the Genera] Manager, The tultimum amoyp

. unt-requited for additiong| cap
- Capltal contribygy

the discretion
0$-from Interest Hoderg shall be by elestronio fyndg trang
otherwise authopiza by the Gener) Manager,



A

—— . —

F. Capital Accounts,

“Each Interest Holder will have a capityy account established on fha books of fhe Company whie mu
credited with his or her capital contributiops. A Company percentage will be determined fo, each Limijted Member
Or each fiscal period by dividing the umber of Units standing in his or pep name by the (otal number of Upjis

outstanding as of the beginning of sych "
the General Manager to take into Account additions of capita o the admigsion, Withdrawal or ermination of Inerpgt
d.

Holders during a fiscal perio

G. Yaluation OF Investments,

The General Manager Will be responsibye for determining the vafye of each Mortgage acqnired or sold by
Capitalization, e valus shall be e remaining

the Company. For Putposes of caleulating the Minimum. )
on the valation dats pursuant to the promissory note -or other obligation undetlying gych

principal balance dye
M,

'meAgteanentprovlduﬂlameCdnmmymustdisuibnmmemummbcwithMWnagmonupmeﬁable
is

following the date a5 of which (h withdrawal is gy e offective, provided that the General Manager reserye gys right
to in inary circumstapces, .

. The Member will Pay on behalf of the Company, g consideration of ity Participation jn Company Carnings
and profits, all expenses relating to office gpace, equipment, gupplics, telephone, salarles of in-hoyge Persoane],
s €5Crow and rcoqrding ofu’ansaaﬂam, the Purchase, sale, frade, custody, transfer, or insurance ofCompmy

barty professional services such :
tdinaryexpenseamnldng from real estate ownership afier realization against mortgaged
Property, including taxes and maintenance expenses; will also be eéxpenses paid by the Members,
3 Transferability Of Fund g,
Units are not transferable without ¢he consent of the Genera| Manager, subject to the specific requirementg
of the Agreement, Resale of such Unjty 13 also restricted uader federal and state securities laws, Thegs restrictions

are described in the Subseription Agreemen
subject to the terms of the Agreement,

K. Term Of Fund, Dissolution And Liquidation, '
yare (1) the expiration of e egyy o the Compaay

The events that would cause the dissolution of (he Compan
mber 31, 2025, or (2) the voluntary withdrawal, death, dissolution, bankruptoy, Incapacity, or required
Co

on Dece,
withdrawal of g Member unless e remalning Member, if aay, elect to continue thy ¢y mpany, In the eyeg, there
is no remaining Mermber, the Company would pe dissolved,

fiscal period. “Share balances and Company Percentages wil| pe adjusted by



M, demulfication or ember,

' 0 Reporis Ig%_« — ' e —
' At 5000 a8 possibls fofjory, memdofeacnﬁswyw,mecmmywmmanmmmmcnowam
audited Teport prepared by the '8 accountants, It is anticipateq that this be performeq
byBDOdeman, Thcreportwmsetforthth Company'sassetsandliabwﬁc‘saudreaﬁzed and unirealizeq
82ins or loggeg of the year, The , ywﬂlprovidotmhlntemc
Holder's closing Unjt balance, capigy account and the manner of itg caleulation, gnq the Interest Holder's opening
Unit balance, <capital account gng Company Percentage established for the fucceeding quarter, :
THE EOREGOING SUMMARY OF THE Lj ¢ AGREEMENT DOES Not
COMFPLETE AND EACH PROSPECI'IVE LIMITED MEMBER SHOULD RE4
AGREEMENT INITS ENTIRETY, :

PURPORT T¢ BE
THE LLC OPERATING

XL LEGAL MATTERS
Certain lega matters in
BOBRICK

Connection with (e Units offered hereby haye been paggeq Upon by SLOAN
& OLDFELD, INC. ps,, counsel for the Company, the Member and ca
tment of the Company

Italn of jty affiliates, Tyq firm
as a bartnership for fedars, inco
& OLDFIBLD, INC, P.8, hag 10t been retaiy

e (ax purpoges, SLOAN
. ed to repregent tha Interesty of Limiteq
on letter is availape for ingpection from the Mempery upon request,

Issued an Opinion on the ¢req
BOBRICK

of the opinj



NW COMMERCIAL LOAN FUND LLC
FINANCIAL STATEMENT (UNAUDITED)

MAY 31, 2001

ASSETS

Cash
Loans
Prepaids z’_a_nd other assets

B o
.

TOTAL ASSETS
LIABILITIES

Accounts Payable and Accrued Expenses
Line of Credit Borrowings

TOTAL LIABILITIES
EQUITY
Capital Liihited Members
Retained Earnings

TOTAL EQUITIES

© $1,051.00
$4,866,897.00
! o

$4,867,948.00

- -0-
$500,000.00

$500,000.00
$167,480.04

$4,535,428.04

TOTAL LIABILITY & EQUITY $4,867,948.00

CVYdIDIT /.



NW COMMERCIAL LOAN FUND

' LOANS OUTSTANDING

Loan Number ' Principal Balance Collaterialized By
190000190 $143,120.39 Deed of Trust-Commercial R/E
190000208 $1,588,171.24 Deed of Trust-Commercial R/E
190001008 | $2202,32353 . Deed of Trust-Commercial R/E
190001388 $140,575.03 . " 2nd Deéd of ‘frust-Shopping Cntr
190001537 | $351,353.41 Deed of Tmst—dommercial R/E
190001546 $351,353.41 Deed of Trust-Commercial R/E

TOTALS: - $4,866,897.01 '

EXHIBIT ©
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LOAN HOLDINGS LLC
7610 40th Street West
University Place WA 98466

Dear Member:

Effective as of June 6, 2001, Loan Holdings LLC has been appointed manager of
the NW Commercial Loan Fund. Dr. James Reid and I (Kevin Byrne) are the two sole
members of that limited liability company. As such, we are committed to liquidating the
Fund in the most effective way possible in as short a time period as possible. The Fund
has retained Lola Duncan and Shirley Matz (both former NW LLC senior-staff) to work
part time with us to assist in the liquidation process.

‘Enclosed find a check in the amount of $22,048.64. The Fund was paid on one of -
its loan which closed today. The enclosed monies represent your percentage distribution
of those proceeds. Future distributions will be made as expeditiously as possible. All
parties will receive a prorated share of the income as it is received. If two loans close in
close proximity of each other, those funds will be combined for distribution purposes. If
a sizeable payoff occurs near the end of the year, we will personally contact the preferred
members askng whether they wish to hold disbursement until the new year for tax
purposes. ) o
, Dr. Reed and I have examined the structure of the liquidation plan and agree with
it in prinéiple. Please remember that the liquidation time frame is approximate and the
actual liquidation may be shorter or longer. Our primary interest is the return of
investment dollar over the exact timing of the return. :

You may reach us at:

Loan Holdings LLC

7610 40™ Street West, Suite 100
University Place WA 98466
Phone: (253) 565-3932

Fax: (253) 565-3973

Neither Loan Holdings or the Fund has email at this time. Because the Fund does
not have large amourts of assets to manage, we have decided not to place personnel in
the office at all times. If leave a message and we will get back to you as soon as possible.

Several clean-up issues remain. First, the Fund calls out for an audited financial
statement to be done annually. In the past, NW paid for that audit as part of the general
operation of the company. We recommend that an audit not be done for 2000 or 2001.
The cost will exceed $25,000 per year and would come from funds otherwise available to
distribute to preferred members.

NWCLF 00561

EXHIBIT ©



Letter to Preferred Members
Page 2 of 2

An amendment of this type requires a majority vote of the preferred members.
We have enclosed a voting form for your convenience. If the measure passes, we will
send a quarterly unaudited statement. If the majority does not approve, we will obtain a
bid and reserve enough cash out of the first loan payoff to pay for the audit.

The Fund is aiso set up to change the interest rate as the market changes. We will
be following the market and setting a rate every quarter. The rate will change to 8%
effective October 1, 2001.

Sincerely,
yrne Jamég Reid ' ‘
_ Mem

KevinM B
Member

NWCLF 00562
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Page 3 of 2

Letter to Preferred Members

VOTE

I agree that it is not necessary to solicit an audit for the years
2000 and 2001. An unaudited financial statement will be

provided quarterly.

I request an annual audited financial statement and understand
the NW Commercial loan Fund will pay for the said audit from
loan pay off proceeds.

Please return to: |
Loan Holdings LLC

7610 40™ Street West, Suite 100
Univorsity Place, WA 98466

NWCLF 00563



" LOAN HOLDINGS, LLC

7610 40™ STREETWEST o T (253) 5653932
UNIVERSITY PLACE WA 98466 FAX (253) 565-3973
kbyrneloanholdings@hotmail com

July 16, 2001

Gary Grendahl .
165 Cedar Lane NW ..
Gig Harbor WA 98335

Re:  Financial Statements

Please find enclosed the quarterly financial statement on the NW Commercial
Loan Fund. Your individual statements were mailed to you the week of July 2. If you
did not receive one, or if you have any questions regarding the enclosed, please feel free
to contact me at (253) 565-3932 or email me at the address above.

The line item for loans outstanding in the May 2001 financial statement included
late charges shown in some of the outstanding balances. The June 2001 statement has
removed those charges as they are difficult to collect in many cases. Those balances now
reflect only principal and interest outstanding. The June statement also reflects fees due
Loan Holdings, LLC. Those fees will continue to increase as they are not being collected
until the Fund’s limited members are paid. '

We are anticipating a second payment out of the Fund within the next few weeks.
That payment will be approximately 65% of the amount of the last check mailed to you.

Finally, we have received many of the votes necessary to proceed with the
quarterly unaudited statements. The majority of preferred members have voted in favor
of the unaudited statement. If you have not returned your voting form, I would
respectfully request that you do so now. For those of you who have not voted, I have
enclosed another form and return envelope.

Sincerely,

LOAN HOLDINGS, LLC

Kevin M. Byrne
Managing Member

KMB/ssm
Enc.

EXHI BlT‘C;Q_ MITCHEL [
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~ LoanHoldings LLC

7610 40* Street West
University Place WA 98466
Kevin M Byrne

s Managing Member Bt
(253) 565-3932

July 19-2001

Gary Grendahl
165 Cedar Lane NW
Gig Harbor WA 98335

Dear Gary;

Thank you for the time yesterday. The meeting lasted much longer than I think either of us thought, but I
think it was productive. I understand your concerns much more and I was surprised to learn about the
actions of Mike and Tom Price and Bob Coleman. o

Tunderstand that we ate meeting on Friday to go over the loan files and some of the computer entries. I will
be happy to allow review of the loans with the assignments as well as the bookkeeping entries as long as
individual investment balances are not open for review. You may of course examine your own account.

T understand that Mike Price et al are Ppushing to cast the fund in a bad light. Apparently it is not only
occurring with this fund, hut with NW preferred members as well, Price et al claims that the fund is in
trouble is in reality overstated and/or Price et al not making capital calls as agreed when the investment was
transferred to them. They are also standing in the way of completing the project and/or refinancing. Itis
their bad actions, which are putting the Fund at risk. I do not understand what Mike Price et al expects to
gain from making falsé and/or misleading statements, but they seem to be occurring frequently. I can, for
example, document that Bob Coleman’s statements that he did not approve the transfer of the assets to NW
Commercial Loan Fund, and that he did not know those were in the fund, are false.

NW was the fund manager. NW had three NW employees on the investment committee. I can show you
proof that Mr. Coleman did the entries for the fund on these assets. I did not even have the software on my
computer to do the entries for the transfer and had no passwords even if I could have found the sofiware.
Only Mr. Coleman and his daughter, or others at their direction, were ever authorized or capable of making

the entries.

I hope that we can work together to resolve the issues of the loans and the Fund to allow everyone to be
paid. '

Thark you for your time.
. ?

Kevin M €

Managing Member

CC: File

EXHIBIT %



William R. Stevens, Manager
NW Commercial Loan Fund LLC

4540 S Adams St
‘Tacoma, WA 98409

January 11, 2002

Ladies and Gentlemen:

responsibility to try to protect everyone’s investment in the NW Commercial Loan Fund.

Consideration was given to three alternatives: 1. Wait for the Commercial Loan Fund borrowers to sell
or refinance collateral. 2. Seek a remedy that could be receivership, bankruptcy or litigation. 3. Ask
that the operating agreement be amended to transfer authority to control NW Commercial Loan Fund

LLC from the member (NW LLC)to a majority of limited members.

The decision was to obtain a transfer of authority to a majority of limited members. The majority of
limited members consented to a member (NW LLC) resolution, dated November 7, 2001, which
ratified, confirmed and approved amendments to the Operating Agreement. A copy of CONSENT OF
LIMITED MEMBERS OF NW COMMERCIAL LOAN FUND, LLC IN LIEU OF SPECIAL MEETING OF

LIMITED MEMBERS is enclosed.

Since the borrowers did not have the Capacity to protect the collateral or make payment to the NW
Commercial Loan Fund LLC deeds in liey of foreclosure were accepted. On November 30, 2001, the

deeds in lieu of foreclosure were recorded.

are expected to start default actions. We are asking these four lenders for concessions and
modifications.

EXHIBIT



® Page 2 January 11, 2002
We have made prefiminary inquiry into development issues such as water, septic, easements,
restrictions, regulatory issues and site plan approvals.

All of the collateral is listed for sale and is being marketed.

Some of the limited members are funding immediate cash requirements. There will be additional cash
requirements and or signature responsibility to protect the collateral. Our initial estimate of cash
requirements for the next nine months is $300,000 to $500,000.

The distribution that was made earfier this year is a return of capital. For the tax year 2001, the limited
members have no reportable income or loss. Please prepare your 2001 tax retumn with no income or
deduction arising from NW Commercial Loan Fund LLC 2001 operations.

We have no opinion of the value of the collateral of NW Commercial Loan Fund. There is substantial
uncertainty to what amount if any that each investor wil recover. We will continue our efforts to

stabilize the collateral for the benefit of all the members of NW Commercial Loan Fund. If you would
like to meet with me or talk by telephone please call me at 253-671-1625.

Sincerely,

William R. Stevens
Manager

~ Enclosures: Consent of Limited Members, Listing of Limited Members
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IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
IN AND FOR THE COUNTY OF PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY
LIVING TRUST, GARY GREN DAHL,
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC,, a Washington
Corporation, GM Joint Venture, a

-Washington Joint Venture Partnership,
|l ROBERT R. MITCHELL, INC., a

Washington Corporation
Plaintiffs,

V.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE ROE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; THOMAS H. OLDFIELD and
JANE DOE OLDFIELD, husband and
wife; NW, LLC a Washington Limited
Liability Company, :

Defendants.

NO. 04-2-10247-8

DECLARATION OF ROBERT R.
MITCHELL IN RESPONSE TO .
MOTIONS FOR SUMMARY JUDGMENT
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[, Robert Mitchell, hereby declare as follows:

1. [am a plaintiff herein, am competent to testify and make the following
statements based upon my own personal knowledge and review of documents,
including the declaration of Kevin Byrne submitted in support of his motion for
summary judgment. [ am also the current manager of NW Commercial Loan Fund,
LLC ("NWCLF") and make the following statements based upon my knowledge,
review and understanding of NWCLF business records.

2. I hereby incorporate by reference my previous declaration filed in this
matter in response to defendants’ prior motions for summary judgment. This
declaration is intended to supplement that declaration and clarify various points.

3. NW Commercial Loan Fund, LLC (“NWCLF”) was formed in 1998.
NW, LLC was the purported manager of NWCLF. The members of NW, LLC were
Kevin Byrne, Bob Coleman, Mike Price, Tom Price and James Reid. It had always
been my understanding that Kevin Byrne was the sole manager of NW, LLC and the
de facto manager of NWCLF. It wasn't until around about the time this litigation
was filed that I learned that Bob Coleman was a one-time manager of NW, LLC. It
had always been my impression that Coleman was Kevin's employee. Certainly that
was how Coleman presented himself in my limited interactions with him. It was

always clear that Byrne was calling the shots and was in charge of the whole

operation - at NW, LLC and of NWCLF.

| Larson Hart & Shepherd

| ‘Attomeys At Law PLLC

ONE UNION SQUARE
600 UNIVERSITY STREET - SUITE 1730

B
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4. The Operating Agreement for NWCLFE describes the business of
NWCLF generally as "to invest, reinvest and trade in promissory notes and other
obligations secured by mortgages or deeds of trust or in real estate contracts or
similar financial instruments (all such items hereafter referred to as 'Mortgages')."
The Operating Agreement prohibits the Manager from acting in bad faith or
contrary to the interests of the company. A true and correct copy of the Operating
Agreement is attached hereto and incorporated by reference as EXHIBIT A.

5. Also executed was a Private Placement Offering Memorandum, which
sets forth NWCLF's investment policy in more detail. A true and correct copy of the
Offering Memorandum is attached as EXHIBIT B. It states that the company
"expects that at least 65% of [its] assets will be invested in commercial loans that are
of A or B quality [and] may invest up to 35% of its assets in higher risk commercial
loans, including 'hard money' loans." The Offering Memorandum further states that
NWCLF “will not permit more than 15% of its long-term assets to be invested in any
single Mortgage.” The Offering Memorandum then lists general guidelines that the

Manager "will follow . . . subject to waiver or exception only in a limited number of

instances." Those general guidelines include diversification; primary investment in

income-producing properties; primary investment in mortgages in first-lien position

(provided that the Manager can invest in mortgages in a lower position if

appropriate); and loan-to-value ratios generally of not more than 75% for "A" and

Attomneys At Law PLLC
ONE UNION SQUARE

B=

600 UNIVERSITY STREET . Ql i1Te 17nn

Larson Hart & Shepherd
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"B" borrowers and 65% for "hard money" borrowers. In no event was the Manager

to_allow more than 10% of the company's assets to be invested in mortgages not

conforming to the guidelines.

6. Attached hereto and incorporated by reference as EXHIBIT C1 are true
and copies from my Day Planner, which include dates and times when I met with
various people relating to NWCLF - including Kevin Byrne, Will Stevens, Gary
Grendahl, Tim Jacobson, and others. In reviewing my Day Planner, I have compiled
the dates and times that I met with these people and prepared a timeline. A true
and correct copy of this timeline is attached as EXHIBIT C2. As I will indicate in
more detail below, the “timeline” that Kevin Byrne wants the court to believe (set
out in his 4/14/06 declaration) is wildly inaccurate, references information Byrne
never shared with us and also accelerates the timeline for when the NWCLF limited
members actually learned that they might not recoup their investments in the fund.

7. I have reviewed Kevin Byrne’s declaration (dated 4/14/ 06) and have
several very specific comments. I will address them in order:

Paragraph 10 - 12 Mr. Byrne contends that he had a meeting in

February and a meeting in March of 2001 with Gary Grendahl and Will
Stevens. I did not attend any of these meetings. I understand that attorney
Tom Oldfield sat in on one or more of these meetings and, even though he

apparently knew that the managers of NWCLF had invested funds contrary

Larson Hart & Shepherd

Altomeys At Law PLLC

ONE UNION SQUARE
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to the terms of the Operating Agreement and contrary to the Private
Placement Memorandum (both of which he helped draft), he failed to
disclose these problems to Grendahl or Stevens at this time. Nor did he
withdraw from representing NW, LLC or NWCLF despite his obvious
contflict of interest.

Had Oldfield disclosed the true situation to Grendahl and Stevens at
the time, as set forth in more detail below, I and the other limited members
would have had more time and more of an opportunity to address the
problem and quite possibly have reduced our damages or been able to take
other action to manage the situation. The same is true if Oldfield had
withdrawn, as I understand he was ethically obligated to do, from
representing NWCLF at the time. This would have been a huge red flag for
the limited members and would have prompted an aggressive investigation.
Oldfield’s presence, and silence in the face of Byrne’s lies, lulled me and other
investors into a false sense of security.

I met with Byrne on or about April 5, 2001. I was seeking to withdraw
$400,000 towards the purchase of a house in Arizona and was getting some
evasive answers from Byrne. At that time, I had absolutely no reason to be
concerned about the quality of any of the investments, I was just inquiring if

there were any reason to be concerned about the liquidity of NWCLF. At this
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meeting Byrne reassured me that the fund was tine. T was paid $100,000 and
that the balance would be forthcoming, but that full payment could not be
made immediately because some loans would have had to been sold at a loss
to generate the payment. Byrne reassured me that my investments were
secure and payment would be forthcoming.

Byrne never mentioned to me any problems with Bob Coleman or the
fact that Coleman had even resigned from NW, LLC. Kevin Byrne’s claim
that he told me such things is a lie. Nor did he ever promise to “investigate”
anything as it was my understanding, based upon his representations, that
there was nothing to investigate. To the contrary, he repeatedly assured me

that everything was fine and that I had nothing to worry about.

Byrne claims that he provided a Balance Sheet (Exhibit 6 to his
deposition) at an April 2001 meeting which detailed all of the NWCLF loans,
including the fact that all but one of the loans were in a project entitled
Graham Square. I did not receive this Balance Sheet from Kevin Byrne, or
anyone else for that matter, in April of 2001. Kevin Byrne’s claim to the
contrary is untrue. If I ever saw this Balance Sheet it would have been much

later, in the Fall of 2001, after NWCLF had received the deeds in lieu of

foreclosure for the shopping center and Will Stevens had had an opportunity
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to investigate the books and records of NWCLF. It certainly was not as early
as April of 2001. Of that [ am positive.

Paragraph 13 Byrne claims that he provided me with a document

detailing the outstanding loans owned by NWCLF some time in May 2001
(exhibit 7 to Byrne’s declaration). Prior to this litigation, I have never seen the
document identified as Exhibit 7 to Byrne’s declaration. In May of 2001, the
limited members did not have the identity of the borrowers on the loans
owned by NWCLF. We certainly did not know that almost all of the notes
owned by NWCLF were secured by junior deeds of trust in a shopping center
in Graham, Washington.

Paragraph 14 Byrne contends that Gary Grendahl and I were involved
in discussions with Byrne as early as May 2001 about taking over
management of NWCLF. This is flat out not true. Up to this point, I had
heard nothing but reassurances from Kevin Byrne. We never discussed the
conéept of Gary or I taking over NWCLF at this time. Several months later, in
the Fall of 2001, after we had learned what had happened with our money,
there were discussions about some member or members of NWCLF possibly
taking over the fund. However, these discussions occurred in October or

November of 2001 - not May, based on my recollection and my review of my

day planner for 2001.
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Paragraph 15 In this paragraph, Kevin Byrne claims that he met with
me, Will Stevens and Gary Grendahl some time prior to June 5, of 2001.
According to my records, I met with Byrne on May 30, 2001 and [ had a
meeting regarding NW, LLC on June 7, 2001. Byrne claims that we were
given access to boxes of documents containing the loan files for the loans
owned by NWCLF. This is not true. [ was never given access to any loan
files or provided any meaningful information about the loans owned by
NWCLEF. Rather, at the end of May 2001, I received a letter from Kevin Byrne
advising me that NW, LLC was resigning as manager of the fund (for
ﬁnexplained reasons) and that a new entity, Loan Holdings, LLC was taking
over management of the fund. This new entity was to be owned by Byrne
and James Reid, who were represented as being “committed to seeing the
investors through the liquidation of the Fund.” I also received an unaudited
financial statement dated May 31, 2001, which listed $4.8M in assets and
$500K in debt owed by the fund (only later was I to learn that this $500K was
a loan secured by Byrne and Reid to fund disbursements to investors). Also
enclosed was a document entitted “NW Commercial Loan Fund Loans
Outstanding”. This document identified loans by number and principal
balance. It also identified the “collateral” for each loan. Notably only one of

these loans was identified as being secured by a 20d Deed of Trust, which was
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tar from the trath. All of the loans turned out to be, as learned later, secured
by junior deeds of trust. Kevin Byrne chose not to disclose this in May or
June of 2001. Instead he kept trying to cover his tracks. Also received in May
of 2001 was an expected loan payotf schedule, promising expected payoff of
all of the loans by February of 2002.

Byrne’s claims that he told me in June of 2001 that the NWCLF loans
were in second position, that some loans were delinquent, and that NW, LL.C
owned 50% of the Graham Square property are entirely false. I recall this
conversation that I did eventually have with Kevin Byrne and it did not occur
in May or June of 2001. I remember this conversation quite clearly because it
cééme as quite a shock to me and I was furious. This didn’t happen in May of
2001 - it happened in August of 2001. On August 6, 2001, Stevens, Grendahl
and I met with Byrne asked him to produce information about the loans.
After this meeting, we consulted with attorney Mike Woodell, then returned
to meet with Byrne on August 9, 2001. To my recollection, it was at this
follow up meeting (and definitely in August regardless), that Byrne
essentially confessed and admitted that the loans owned by NWCLF were
almost entirely tied up in one commercial project in Graham and were in
second position. Even at this meeting, however, Byrne was continuing to

promise and represent that he felt that investments were secure, that there
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were purchasers lined up for the Graham Square project, and that he still
adamantly believed that the limited members would be able to recover their
investments - when the Graham Square property was sold. He claimed there
was substantial equity in the project and, that by trusting him and working
with the various lenders, the investments could be salvaged.

Paragraph 16 Kevin Byrne claims he provided me, Will Stevens and
Gary Grendahl with “loan memos” in June of 2001 detailing the status of the
loans owned by NWCLF. No such thing ever occurred. Until they were
produced in this litigation, I had never seen these self-serving “loan memos”
that Byrne apparently concocted. I certainly never received them in June of
2001. Nor did I receive site plans, floor plans, rent rolls, copies of the
assignments of the deeds of trust or any of the other documents Byrne claims
he provided to me in June of 2001.

In June of 2001, I was still receiving placating promises from Kevin
Byrne and James Reid. In particular, I received a letter from Loan Holdings,
LLC, signed by Kevin Byrne and James Reid some time in June of 2001, along
with a partial disbursement from NWCLEF. Attached hereto and incorporated
as EXHIBIT D is a true and correct copy of the form of the letter that I
received from Loan Holdings, LLC some time in June 2001. I do not recall if

this is the precise letter that I received (I understand this particular copy was
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discovered in documents only recently produced by Byrne), however, it is
consistent with the letter that I received in this time frame and accurately
reflects my recollection of the letter that I received. Based on this letter 1
believed that my investments were still safe and that I would be paid in full.
Paragraph 17 Byrne claims that Loan Holding, LLC was created
“pursuant to discussions and agreement with Grendahl, Mitchell and Stevens
-.” This is not true. Byrne and Reid simply formed Loan Holdings, LLC
and announced that it had taken over management of NWCLF. There were
no “discussions” or “agreement” preceding this decision.

Paragraph 18 Byrne claims he met with me in my office in June of

12001. To my knowledge and recollection, Kevin Byrne has never been in my

office -~ to discuss this matter or for any other purpose. He also implies that I
had seen “the property” (Graham Square) by this time (June 2001). That is
not true. In June of 2001, I had no idea that NWCLF owned loans secured by
deeds of trust on Grahaﬁ Square. Byrne also claims that I received various
documents from him at this purported meeting in June 2001. Although I did,
at some point, receive the payout schedule and other documents Byrne
identified as Exhibit 10 (the vague, misleading documents), these documents

did not disclose the true situation and continued to imply that Byrne
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anticipated a liquidation which would result in a complete pay out to the

limited members.

Paragraph 20 On or about July 9, 2001, Mike Woodell, an attorney,

wrote a letter Loan Holdings, LLC on behalf of the Grendahl identifying some
areas of concern.

In July of 2001, I did not know that essentially all of NWCLF’s assets
(investor money) had been put into a shopping center (Graham Square). Idid
not know that this shopping center was owned by several LLCs that were
50% owned by the members of NW, LLC (Byrne, Coleman, Price, Price and
Reid). I did not know that the loans were all in second (or worse) position
and in default. I did not know that many of the loans in first position were in
default or would soon be in default. I did not know that the loans owned by
the fund could not be sold in an amount sufficient to repay my investment.
Of note, Woodell’s letter does not include reference to Graham Square. Nor
does it make reference to the fact that the notes were all in second position.
The reason these facts are not mentioned, is because none of the limited
members knew these facts at this time. In summary, none of the limited
members knew if we had, in fact, suffered any damages at this point. We

were still under the impression, based on Byrne’s reassurances, that the fund
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would be able to liquidate its loans and pay off the investors (limited
members).

Paragraph 21 Shortly after July 16, 2001, I received a letter from Kevin
Byrne. A true and correct copy of this letter is attached as EXHIBIT E. Of
note, this letter indicated that “[w]e are anticipating a second payment out of
the Fund within the next few weeks. That payment will be approximately
65% of the amount of the last check mailed to you.” My understanding at
that time was that our investments were still secure and that I could expect
full repayment. I did not receive any schedule of loans or loan summaries
with this letter. It certainly was not disclosed to me that all of my money had
been invested in junior deeds of trust (in default) ina shopping center that
was 50% owned by Byrne, Reid, Price, Price and Coleman. This was all part
of Kevin Byrne’s efforts to placate investor concerns. He continued to
provide assurances that the investors would be able to get their money back -
as evidenced by this promise of another disbursement.

Paragraph 22 Byrne claims that he executed assignments of deeds of
trust on July 17, 2001 “pursuant to agreement”. These assignments were
executed without the knowledge, consent or agreement of any of the limited
members. These assignments were only discovered later when we requested

title reports on the Graham Square property - some time in August 2001 or
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later. Byrne also claims he had ongoing discussions and meeting with me,

Grendahl and Will Stevens in July of 2001. My only meetings with Byrne in

July 2001 were on July 30 and 31st. I was not having any discussions with

Byrne at this time about managing the Graham Square properties, because I

had no idea at this time (nor did any other limited member to my knowledge)

that NWCLF owned loans that were secured by the Graham Square
properties.

8. As set forth above, I did not discover what defendants had done with
the funds invested in NWCLF until August of 2001. This was at a meeting in NW,
LLC’s offices, located in the basement of a building owned by Byrne and shared
with his attorney, Oldfield. Prior to this meeting, I had received repeated assurances
from Kevin Byrne (and Reid in the June 2001 letter) that my investments were secure
and that I should expect full repayment. Requests for documentation regarding the
loan portfolio had been rebuffed and I was told they could not be provided due to
privacy concerns. AsI had also received a couple of disbursements (in or about May
and June), I had continued to be fooled into believing that the loan portfolio owned
by NWCLF was sufficient to pay off the investors and that my wife and I would get
our life savings back. It was not until the meeting in August of 2001, that I first

realized that I might not recoup my investment and that it might not be secure.
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9. On June 8, 2001 I faxed Kevin Byrne asking him to verify the balance
owing on my investments with NWCLF. [ also referenced the checks (from partial
disbursements previously received) that Byrne had provided to me for my
investments and for Hilary Grenville. A true and correct copy this fax is attached
hereto and incorporated by reference as EXHIBIT F. As Mr. Grenville is a very close
friend of mine (he is also a principal in GM Joint Venture and in Olympic Cascade
Timber, Inc, he had invested in NWCLF on my recommendation (based upon
previous representatio;ls by Byrne). I know that Grenville was not in touch with
anyone at NWCLF in 2001 (including Byrne) and was relying on me to learn what
was going on with his investments. I was in periodic contact with Grenville and
would advise him that Byrne had been providing reassurances that our investments -

were secure as more fully set forth above.

10. In November of 2001, Will Stevens took over as the manager of
NWCLF. On this same day, the fund accepted deeds in lieu of foreclosure from the
Graham Square LLCs - acquiring title to the partially developed commercial
property - and all the headaches and problems that came along with it. It really
wasn't until the Fall or Winter of 2001, that the true calamity caused by defendants
had become apparent. We continued to hope that by leasing out the shopping
center it might be possible to recoup at least part of our investments. To suggest

that I, or any other investor, understood that we had been swindled by defendants
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in July of 2001 and that we might not recover our full investments is preposterous.
This is yet another effort by defendants to seek to escape liability for their wrongful
acts on some sort of technicality that Kevin Byrne has manufactured. That cannot be
justice.

11. Mr. Stevens undertook an investigation of the status of this project. I
believe that this took him several months. While this investigation was ongoing, it
was still my hope and belief that the limited members would be able to recover our
investments in the fund out of an eventual sale of the properties. Until it could be
determined the actual status of these properties and this project, it was not apparent
to me whether we were going to be able to recover any of our investments. In other
words, the limited members did not know whether we had suffered any damages as
a result of the wrongful conduct of the defendants (which was gradually being
discovered by the investigation of Mr. Stevens and others in late 2001).

12. On or about September 17, 2001, as the attorney in fact for my then
wife Lisa Mitchel, myself, Robert R. Mitchell, Inc., GM Joint Ventures, The Mitchell
Living Trust, Hilary Grenville and Olympic Cascade Timber, I sent a letter to Kevin
Byrne regarding the fraud, breach of fiduciary duties and other malfeasance he and
the other managers and members of NW, LLC had engaged in. I wrote this letter
after it started to become apparent that the limited members might not be able to

recover their investments out of the sale of Graham Square - although we were still
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hopetul and Byrne was still making promises. A true and correct copy of this letter
is attached hereto and incorporated by reference as EXHIBIT G.

13. On or about November 26, 2001 I received a letter from attorney
Judson Gray, who was the attorney and trustee for the party foreclosing on Lots 1, 2,
3 & 4 in the Graham Square project. A true and correct copy of his November 26,
2001 letter is attached as EXHIBIT H. This foreclosure sale was set for November 30,
2001. I'had contacted Mr. Gray (as soon as we learned of the pending foreclosure) to
see if we could forestall the foreclosure and work out payment arrangements so that
NWCLF would not lose these parcels. Mr. Gray was insisting on a complete payoff
of the amount outstanding (in excess of $2.4 million) to stop the foreclosure. This
property went to a trustee sale on November 30, 2001. This property was
subsequently sold for approximately $3.3 million. Had we been given more timely
notice of the status of the loans owned by NWCLF, it would have likely been
possible to delay or prevent this foreclosure and realize on almost $1 million in
equity.

14. Some time after January 11, 2002, I received a letter from Will Stevens,
acting as the manager of NWCLF. A true and correct copy of this document is
attached as EXHIBIT I. Mr. Stevens detailed the results of his investigation and the
possible plans of action. He noted that he had discovered that the loans on the

property were in default and that he was working with the lenders to seek
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concessions i an attempt to keep the project viable and afloat. The concluding
paragraph in Mr. Stevens’ letter stated “We have no opinion of the value of the
collateral of NW Commercial Loan Fund. There is substantial uncertainty to what
amount if any that each investor will recover.” It was not until I received a copy of
this letter (some time in January 2002), that the limited members had any inkling
that we might not recover our full investment. Prior to this time, even after the
discovery of some of the facts in August of 2001, we were under the belief that the

limited members were expected to recover their investments based on a liquidation

of the assets held by the fund.

15.  Even after receipt of Mr. Stevens’ letter, I know that I and other
investors continued to hold out hope that we could recover some or all of our
investments. Will Stevens, Gary Grendahl, Tim Jacobson and others worked hard
for several years in trying to get the Graham project on track and get it into a
situation where it could be profitable or sold for enough money to make at least
partial payments to the various investors. For a variety of reasons, including the
significant debt service that the fund inherited with this project, leasing out the
Graham project was difficult.

16.  Regarding the actions (or inactions of attorney Tom Oldfield), it is my
opinion that, had he either disclosed the problems with NWCLF early on (March of

2001 or earlier) or withdrawn due to his conflict of interest between NW, LLC,
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NWCLF and Kevin Byrne, [ and the other investors could likely well have avoided
and/or minimized some of our losses and damages. An extra 5-6 months in this
matter would have been very significant. When the fund inherited the Graham
project in November 2001, it was in pure crisis mode. On the day of the receipt of
the deeds in lieu of foreclosure, NWCLF lost one of the significant parcels to a
foreclosure. This parcel was fully developed and the only fully leased out portion of
the center, which would have generated income and would have been the easiest to
sell. There was also soon a pending foreclosure by andther bank and notices of
default were flooding in. Pacifica Bank (who loaned the fund money based upon
the personal guarantees of Byrne and Reid), was demanding payment and filed a
lawsuit seeking to garnish the rental income. From the date NWCLF acquired the
Graham property it was attempting to respond to one err;ergency after another.
Gary Grendahl, Tim Jacobson and I loaned money to the project to try to keep it
afloat and to give it working capital. It took months for Will Stevens and others to
sort out the status of various leases and other problems with the property. An
additional 5-6 months would have given NWCLF and its investors (including me)
more time to investigate and to get the project stabilized. Byrne and Al Olsen had
represented that there were several parties with earnest money agreements waiting
to purchase portions of the project, but that certain conditions needed to be satisfied.

All of these issues required time, which we did not have when NWCLF inherited the
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project in November 2001 These issues included: time to review the status of the
Site Plan with the county; time to determine the permitted uses for the property;
time to evaluate wetland limitations; time to evaluate road approach issues with
regards to traftic lights and turn lanes; time to determine the liability or estimated
costs for pending improvements to the Meridian Street property; time sort out water
rights issues; and time to sort out construction costs for interior road construction.
Byrne and Al Olsen had indicated to me that there were earnest money agreements
to purchase various parcels - but only if these prior issues were addressed, which

we did not have time to do.

We would not have been in a reactive crisis mode if the limited members had
learned of the true situation 5-6 months earlier. There would have been more time
to attempt to work out compromises with lenders and to try to sell the property. As
it was, when the fund acquired the property there was only time to react to the
problems and demands for payment which were coming in fast and furious. I
cannot say that all of the limited members would have recovered all of their
investments had Oldfield disclosed his conflict (or the situation that he had learned
from Byrne - his landlord), but I can say with reasonable confidence that it is quite
likely (more probable than not) that I and other investors could have limited our

damages and most likely have been able to avoid putting the fund into bankruptcy,
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which resulted in additional costs and added a layer of difficulty to the entire mess
that we inherited from defendants.

17. To make certain that [ am absolutely clear, and to summarize, it was
not until August of 2001 or later that I, or any of the limited members, became aware
that the managers of NWCLF had: (a) invested substantially all of the limited
members’ funds into a single shopping center project; (b) that all of the loans were
secured by junior deeds of trust; (c) that the first position loans were in default or
soon to be in default; (d) that the loans owned by NWCLF were in default; and (e)
that these loans were made to entities that were 50% owned by defendants Byrne,
Reid, Price & Price (and Coleman). As of August of 2001, it was unknown whether
the limited members had suffered any damages as a result of the foregoing. It was
believed that the limited members’ investments could likely be recovered through a-
sale of the Graham property. We continued to hold this belief for some time and
worked hard to try to make it a reality. Nor did the limited members really
understand the role that Oldfield had played (by not disclosing the problems br by
not withdrawing) until some time after August of 2001.

I hereby declare under penalty of perjury in the State of Washington that
the foregoing statements are true and correct to the best of my knowledge and

belief.
WAL .
Dated this & day of May, 2006 at
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OPERATING AGREEMENT
OF
NW COMMERCIAL LOAN FUND, 1LC

THIS OPERATING AGREEMENT OF NW COMMERCIAL LOAN FUND, LLC (hereafier
"Agreement") is entered into and made effective thig day of April, 1998, executed by the
Member whose signature appears on the signature page hereof. ‘ ‘

ARTICLE 1 ~ DEFINITIONS
this Agreement shall have. the following meanings (unless

The following terms used in
otherwise expressly provided herein):

- 1.1 "Act" means the Washington Limited Liability Company Act (RCW Ch. 25.15),
1.2 "Affiliate" means, with respect to any Person, () any other Persop directly or
indirectly controlling, controlled by, or under common contro] with such Person, (ii) any Person
- OWning or controlling fifty-one percent (31%) or more of the outstanding voting interests of such
Person, (iif) any officer, director, or general pariner of such Person,
officer, director, general partner, trustee, or holder of fifty-one percent (51%) or more of the voting

JAnterests of any Person descri
’ ," "is controlled by," or "is under comtion cornitrol with":

1.3 "Capital Account" means the capital account determined and maintained for each
Unit Holder and Limited Member pursuant to Section 9.3. ' ,

1.4  "Capital Contribution" means any contribution to the capital of the Company in
cash -or property by a-Member whenever made.

L5 "Cash Available for Distribution" means all cash funds derived froni operations of
(including interest received on reserves and other miscellaneous sources), without

the Company
reduction for
to pay or establish reasonable reserves
obligations as determined by a General Manager, Cash Flow shall not inc}

shall be increased by the reduction of any reserve previously established.

any noncash charges, but less cagh funds used to pay current operating expenses and
for contingencies, future expenses, debt payments, and other
ude Capital Proceeds but

- L6 -"Certificate of Formation" means the certificate of formation- pursuant to which the
“ompany was formed, as originally filed with the office of the Secretary of State on May 11, 1998,

ind as amended from time to time.




,) 1.7 "Code" meang the

[nternal Reyenye Service Code of 1986, as amended or
corresponding provisions of subsequent superseding federa] revenue [awsg.
1.8 "Company" means "NW Commercig] Lo

1.9 "Company Minimum Gain"
minimum gain" in Regulation Sectiong 1.704-

an Fund, LLC. v

has the same meaning
2(b)(2) and 1.704-2(d).
L10  "Deficit C

apital Account" meap; with respect to any Member, the deficit balance,
if any, in such Member's Capital Account as of the end of the taxable year,

as the term "partnership

after giving effect to
the following adjustments:

) credit to such Capital Account any amount that such Member i5 obligated
to restore to the Company under Regulation Section 1.704-1 ®)Q)(i)(c), as 11 i
- thereto pursuant to the i i

(if) debit Capital Account the items describeq in Regulation Sectiogs
1'704~1(b)(2)(ii)(d)(4), (5) and (6).

T Jefiniton of is intended o somply with the provisions of Regylatiop Sections 1.704-
1®)@)(W)(d) and 1.704-2, and-wiy be i i ;

L11  "Economic Interest

113 “Entity" means ally -general partnership, limited partuership, {j
Company, corparation, joint venture, try i

Organization that is not g natural person,

1.14  "Limited Economic Interest" means the interest conferred Upon a holder of 3 Limited
Membership Unit(s) in the distributions and other economic interegg in the
Include the rj

( Company byt shall not
ight to vote on or consent to certain aotg
Members in thig Agreement. .

- 1.15 "Limited Memper"
Unit,

‘means each Person who js the-holder of 5 Limited Membership

116  "Limiteq Membership Unje" means the Units held by a Limited Member iy
cordance with Article 7



)

. of the Company,
of the Members.

117 "Limited Membership Interest" means 41| of a Limited Member’ share of the
distributions of the Company’s assets a Limited Member may be entitleq to under Article 7 in
accordance with his or her Limited Membership Unit(: '

| specifically set forth in this Agreement.

L18  "Majority Interest" means, at any time, more thap fifty percent (50 %) of the then

outstanding Units held by Members.

119 "Manager" means N W L.L.C. and/or any other Person who ™ may become 2

 Substitute or additional Manager as provided in Article 5.

1.20  "Member" means each Person who executes a coun :
who may- hereafter become a Member, To the extent 3 Manager has

Member and each Person :
purchased a Membership Interest in the Company, it will have all the rights of g Member with

respect to such Membership Interest,
to the extent it has purchased a Membership Inter
immediately prior to the acquisition by such a Person of an Economic Inte
have all the rights of a Member with respect to such Bconomic Interest,

means all of a Member’s share in the Net Profits, Net

est in the Company, If a Person is a Member
Trest; such Person shall

122 "Member Minimum Gain" has the same meaning as the term "partner nonrecoirse

debt minimum gajin" in Regulation Section 1.704-2(i).

1.25  "Net Profits" and "Net Losses" shall have the meaning ascribed to those terms in- -

Section 10.5.



1.26 "Nonrecourse Deductions" hag the meaning ge forth in Regulatiop Section 1.704-

r y ’ ) .
2(b)(1). The amount of Nonrecoyse Deductions for 4 Company figeq Year shal] pe determined
bursuant to Regulation Section L.704-2(c). |

127 "Nonrecoyrse Liability" has tpe Mmeaning set forth Regulatjon Section 1,704-
——=2lrse Liability '
2(b)(3). , |
128  "Percentage Interest" means wig Tespect to any Upj; Holder the percenﬁge ‘

determired based upon the ratio tha ghe mumber of Units
number of outstanding Units, .

129  "Pepgopt means any individyal of Entity, and the heirs, executors, administragors,
legal representaﬁves,'successors,‘and assigns of such "Persoq” Where the context 5, permits,

131  "Regerpegt’ means, with respect to any fiscal period, fypds Set aside or amoyntg
i 4 ich shall be Mmaintained in amounts deemeq sufficient by

allocate
the Manager for working capital and ¢o Pay taxes, insurance, debt service or other costs or expenses
incident to the ownership or operation of the Commpany’s business,

132 "Unit Holgeyn i V i 0mic Intey
—

but is not a Member.

ARTICLE 2 . FORMATION oF COMPANY



)

2.2 Principal Place of Business, The principal place of business of the Company shall
be 7610-40th Street West, PO Box 64176, University Place, Washington 98466-0176. The
Company may [ocate its places of business o any other place or placeg g the Manager may from

time to time deem advigable.

Registered Office and Registere( Agent. The Company’s initial registered agent

2.3
and the address of its injtia] registered dffice in the state of Washington are a4 follows:
Name ’ Address
- Robert J. Coleman 7610 40th Street West
Post Office Box 64176

University Place, WA 98466-0176

aud registered agent may be changed by an authorized persop from time to

The registered office
dment to the Certificate of Formation in accordance with the Act.

time by filing an amen

’ ARTICLE 3 - BUSINESS OF COMPANY

 The business of the ‘Company shall be o inyest,
- other-obligations’ secyred by mortgages or deeds of
financial instruments (all g h i lereafter referre

" powers necessary or advisable
organized under the Act.

ARTICLE 5 ~ MANAGERS; RIGHTS AND D

5.1 Management. The businegg and affairs of the Company shall pe Mmanaged by 5
Manager, or Managers if two or more Managers are electeq by the Members, The Members may
name one Manager the Chief Executive Officer, The Manager(s) may designate other positions and
titles for officers and employees, whether or not they are a Member, as fhe Manager(s) may from

time to time deem appropriate. Bxcept as otherwige expressly provided: in-ths ‘Agreement, the - -

Manager shall have fy] and complete authority, power and discretion to Manage and contro] the
siness, affairs and properties of the Company, to make af decisions Tegarding those magterg and

to perform any and g other acts or activitieg customary or incident to the management of the

Company’s buginess. At any time when there is more than ana Aaw._ .



g,
Sl

ithout limiting ¢he generality of
and authority, op behalf of the Company:

5.1.1 to solicit and evalyate Mortgages for investments;

: holders of
, : redemption of any Limitsd
rest.

S-1.4 to invest Company funds time deposits, short.
commercial paper or other short-term Investments; . '

term governmenty| obligations,

5.1.6 to enter int any and all other agreements With any other peggoq for any
Purpese, in such form a5 the Manager may deem Decessary or advisable to carry out the businesg
of the Company. - , :

. S.1.7 from time to § .ank_accmxmpinrthaaawueﬂhe&mpanyv—md\
--\Mupm ‘

Unless authorized to do 50 by thig

s Agreement or by the Manager, no Member, employee or
other agent of the Company shaj| have any power or authority to bind the Co '
Pledge its credit or fo render it liable for any purpose, ‘



Manager and in the pegt interest of the Company; provided that such act or omiggion did not
constitute fraud, misconduct, bad faith o gross negligence. The Company shal| indemnify and hold
harmless the Manager, and each director, officer, partner, employee or agent thereof, against any
liability, loss, damage, cost or expense incurred by them on behalf of the Company or in furtherance
of the Company’s interest without relieving any such Person of liability for fraud, misconduct, bad
faith or gross negligence. No Member shall have any Persopga] liability with respect to the
satisfaction of any required indemnification of the above-mentioned Persons.

Any indemnification required to be made by the Company shall be made promptly following
the fixing of the liability, loss, damage, cost or expense incurred or suffered by a final Jjudgment
_of any court, seitlement, i

5.4 Removal, At a meeting called expressly for that putpose, the Manager may be
i i ause, by the affirmative vote of the holders of a Majority

shall not affect the Manager’s rights as

be ﬁljed by tb_eaf&mmlat&oﬂmo@mgteb&h{em'xm.

5.6 Right to Rely on the Manager. Any Person dealing with the Company may rely
(without duty of further inquiry) upon a certificate signed by any Manager as to the identity and
authority of any representative or other Person to act on behalf of the Company or any Member,

ARTICLE 6 — RIGHTS AND OBLIGATIONS OF MEMBERS

6.1 Limitation of Liability, Bach Member’s liability shall be limited as set forty in this
Agreement and the Act. | :

6.2 Liability for Company Obligations. Members shall not be personally liable for any
~ debts, obligations or liabilities of the Company beyond their respective Capital Contributions,
defined below, and any obﬁgation of the Members under Section 9.1 or 9.2 to make Capital
Contributions, except as otherwise provided by law.

6.3 Approval of Sale of AJ] Assets, The Company shall not sell, exchange or otherwise
dispose of all, or substantially all, of jts assets without the affirmative vote of the holders of two-

thirds of the Units held by Members.



6.4 Iuspection of Records. Upon feasonable request, eqcp Member shgj have the right
to inspect and Copy at such Member's expense, during ordinary businegs hours the fecords required
to be maintained by the Company pursuant to Section 12.5.

6.5 No Priority ang Return of Capital, Except as expressly provided in Articleg 7, 10
or 11, no Unit Halder shal] have- priority over any other Unijt Holder, either as to the return of

as to Net Profits, Net Loggeg or distributions; Drovided, that thig Section
mpany,

ARTICLE 7 — Livrrgp MEMBERSHIPS
7.1 Limited Members, There shall be a class of metmbers created by way of this Article
mininm_ jnj

7 known as Limiteq Members. The tial Contributions for Limited Member g
000. A Limited Member shal] pe entitled fo.only those rights Specifically set foiih in this

$25,000. .
 Article 7. Bxcept as set forth in this Article 7, a Limited Member shall pot be entitled o any right
__&iven to Members elsewhere in this Agreemene L —_— T T Vaymnght

7.2 Limited Membership Unit(s), A Limiteq Membership Unit js the inferest owned by
a Limited Member a5 so forth in this Agreement. There are hereby createq 20,000,000 Limited
Membership Units, Bach Limited Membership Unit shal] pe available for sale by the Company only

7.2.1 Fractional Limited Memberéhip Units, 'Notwithstanding the foregoing, the

Company may not sefy factions of a Limited Membership Upit

7.3 Limitation of Liability.



to or among thé Members or

distributed ratably among the holders of Linited Membership

7.4 Liability for Company’s Obligations. Limited Members gnq the holders of 3
Limited Economic Interest shall not pe personally ljable for any debts, obligations or liabilities of
the Company beyond their respective Limited Membership Unitg Limited Members shall not be
liable as a Member for Capital Contributions, '

7.5 Approval of Sale of All Assets, The Company shaj] not sell, exchange or otherwise

dispose of éﬂ, or substantially all, of jts assets without the affirmative vote of Limited Members

"~ holding a majority of the Limiteq Membership Units.

7.6 Priority ang Return of Capital,

_ 7.6.1 Priority. In the eyent of any liquidation, dissolution or winding up of tis
Company, whether voluntary or involuntary, Limited Members and the holders of 5 Limiied
Beonomic Interest shall pe entitled to be paid before any sums shall be paid or atly-assets distributed

Economic Interest Owners out of the assets of thig Company svailaple
this Company, whether such agsets are

1.00 for each Limited Membership Unit, plus any unpaid Yield

“Capital or earnings, the sym of $1.
~ bership Unit. If the assets of this Company are insufficient to permit

Members or the holders of Limited Beonomijc: Interests ag provided

in this Section 7.7. 1, then the entire assets of this Company avajlaple for distribution shall be
Units and the holders of Limited

Beonomic Interests,

- 7.6.2 Equal Priority. Bxeept as expressly Provided in this Article 7, no Limitad
Member .or holder of a Limit i ﬂhmm;r—

WM%%&WM by the Company. Tpjg
Section 7.7.2 does not apply, however, to loans made by a Limited Member or holder of a Limited

Economic Interest to the Company,
7.7 Distributions.

ip Uni
) 9% of the Company’s cash available for distribution, or ) a Cumulative

Preferred Adjustable Annug Yield (the

a percentage of each Limited Member’s
greement. In the event that the amount paid is less than the Yield, the unpaid amount of the Yield

A
shall be cumulative and shall be paid frofy Cash Available for Distribution to the extent available
in the. following -quarter or quarters or provided hereafter, I -

77,2 Reinvestment of Yield. If the Company and Limjteq Member or hode; of
a Limited Boonomic Interest each agree, the Company may issue additional Limited Membershin



2

Unit(s) equal in value to e Yield otherwise payable in lie of paying the Yield in cash purgant

to Subsection 7.8, L.

7.8 Redemption, The Conipany may, at any time upon 30 days notice tb the holdes of
the Limited Membership Unit, redeem all or 5 portion of the Limited Membership Unit by paying
to the holder of the Unit a sum equal to $1.00 for each Limited Membership Upjt.

7.9 Priority - Limitations o Distributions, The Company’s obligation to mke

become due in the usual course of business, or (b) all liabilities of fhe Company, -other than
iabili mbers on account of their limited Liability company interests and liabilities for which

the recourse of creditors is limited to specified Property of the Comnpany, exceeq the fair value of
that the fair value of property that are subject t g Liability for

Which the recourse of creditors is limited sha] b included in the assets of the fimisey Tiability
nly to the extent that the fair value of that property exceeds that liability. ‘

e .

their Limited Membership Unit(s),

7.11 Transferability, -

, 7.11.3 Limited Economic Interest. A Person who receives a Limited Membership
Unit or Fractiona Limited Membership Unit without compliance with Article 13, whether by
voluntary transterence or gift or by involuntary means, sha| only possess a Limiteq Beonomie



Interest until such time as gucpy Person fully complies with Article 13 apg feceives the congert of
the Members of the Company.

7.12 Voting. Except ag expressly provided elsewhere ip this Agreement o by law, a

Limited Member shall have g right to participate in the Mmanagement of tha Company or to vote

Ol any matter subject to vote of the Members or Upjg Holders of the Company .-

provided in Article 14 of this Agreement. In the event of dissolution of the Company, and e
any is not continued ag provided in Article 14, the Limiteq Members and the

holders of Limiteq Economic Interests shall be entitled to a distribution of the assets of the Company

* prior to any distribution to any Member.,

8.2 Special Meetings, Special meetings of the Members, for any putpose or purposes,
may be called by the Manager or by Members bolding at Jeast tep percent (10%) interegt in the

.8.3 Chairman of the Members. The Members may elect one of the Members Chairman
of the Members and 5 second Meniber to be Vj - 1he Chairman of the

8.5 Notice of Meeting, Writte Notice stating the place, day ang hour of the Meeting

and, in the cage of a special meeting, the PUIpOse or putposes for which the meeting is called ghqy




)

either Personally or by mal, by or at the direction of the Manager or the Memberg calling the
meeting, to each Member entitled to vote at guch meeting. [If mailed, gych notice shal] pe deemed
to be delivered two calendar days after being deposited in the United States Mail, addressed to the

Member a5 specified in Artjele 2, with postage thereon prepaid.

such determination of Members; When 5 determination of Members entitleq 1 Vote at any meeting
of Members has been made as provided in thjs section, such determination shall apply ¢, any -

Sixty (60
more than sixty (60) days, or if after the adjournment 3 new'record date js fixeq for the adjoyrne

» 4 notice of the adjpumed meeting shall be given to each_ Member of record entitled to vote

8.8 Manner of Acting. If a quorum js present, the affirmative vote of Melﬁbers holding

more than a fifty percent (50%) of the Units represented at the meeting in Persop oy by proxy shal|

be the act of the Members, unless the vote of a greater or lesser Percentage js required by thjg
Agreement or the Act. ' ] '



8.11  Waiver of Notice. Whep any notice is required to po given to a Member, 4 waiver
thereof in writing signed by the Member entitled to sucl, notice, whether before, at, or after the time
stated therein, shall be equivalent to the giving of such notice.

ARTICLE 9 - CONTRIBUTIONS TO THE COMPANY
AND CAPITAL ACCOUNTS

. Members’ Capital Contributions. Bach Member shaj| contribute such amount as

is set forth in attached
Contribution.

~ The Manager shall required
additional Capital Contribution, and each Member shall Ppay to the Company sych additional Capital
* i3 > . !t [

is Section 9.2 is or shall be deemed to be for the benefit of any Person other than the
. Members and the Company, and no such Person shall under any c nces have any right to
compel any actions or payments by the Members, ' ’ '

9.3 Capital Acéount.g.

Bach Unit Holder Capital Account will be decreased by (1) the amount of money distributed ¢ such
Unit Holder by the Company; (2) the fair market value of property distributed to such Unit Holder
by the Company (uet of liabilities secured by such distributed property that such member jg
considered to assume or take the property subject to Code Section 752); (3) allocations to such Unit
Holder of expenditures described in Code Section 705(a)(2)(B); (4) any items in the nature of
deduction and loss that are specially allocated:to the Unit Holdey pursuant to Sections 11,2 and 11.3;
d (5) allocations to such Unit Holder of Net Lasses. In the event of 4 permitted sale or exchange
of a Unit Holder’s interest in the Company, the Capital Account of the transferor shall become the



~> 9.4 Withdrawal or Reduction of Members’

not receive out of the Company’s property any part of its Capita] Contrib
of the Compary, except liabilities to Members on account of their Capital

Contributions, have been
baid or there remaing property of the Company sufficient to pay them. A Member, irrespective of
' the nature of its Capital Contribution, hag only the right to demand and receive cagh jn return for

its Capital Contribution; ‘ '

Contributiong to Capital. A Member'shall

ution untj] all liabilities

ARTICLE, 10 - ALLOCATIONS 0F NET PROFITS AND L0ssEg

101 Allocatiod of Profits and Logs and Distribution of Cash Fioy,

.. 10.1.1 Nef Losses shall be allocy allocated jn
accordance with Paragraph 4.5.1, and 99 percent to the Limited Members, collectively, to pe
allocated among them in accordance with paragraph 4.5.2,

p—

2

.
T
.

accordance with Paragraph 4.5.1; and, 1o the Limteq Membe £ (1) 99 percent or ()
the Limited Members share of any Cash Available for Distribution to be aj i ]

ocated rdaice
with Paragraph 4.5.2. Any remaining Net Profits shall be allocated to the Members, to be allocated
in accordance with Paragraphi 4.5,1. : : .

103 - Distribution and 14
| disttibution to an Interest Holder in

quidation of Interest Holder’s Interest. 1y, the event of 4
In, or is not 3. part of, a liquidation

liquidation of hig interest in the Company which does not regyl¢
of the Company under Article 7.2 : : oo



7 value and the Capital Account of the Interest Holder ¢

eceiving the [j
adjusted in accordance with Article 3.7 to reflect sue]

quidating distribution shall be
1 sale. '

10.3.2 Liquidating distributions in cash shall be distributed, to the extent possible,
to such Interest Holder in accordance with such Interest

Holder’s positive Capital Account balance
after adjustment in accordance with paragraph 3.7 and in accordance with the requirements of
Treasury Regulation Section L704-1(b)(2)(ii)(b).

104 Transfer of Interest in Com

interest in the Company by any Interest Holder,
Net Profits and Net Losses shall be allocated to the persons who .were Interest Holders
first fiscal period from which such all

ocation is to be made, ‘based upon the number of days in such
period during which the person was an Interest Holder in the Company, subject, however, to
Section 706(d) of the Code.

10.5 Allocations Among Interest Holdeis,

10.5.1 In the even there is more than one member, alf allocati

ocations to the Members
collectively, shall be allocated to each Member in accordance with that M
the time of such :anocaﬁom : - .-

ember’s percentage as of

Limited Members in accordance with the percentage, to be determined at the tims of
equal-to such Limited Member's adjusted capital contribution divided by the

such allocation,
Member’s adjusted capital contributions

sum of all Limited

S 10.5.3 Withholding. All amounts reqyj ed to be withheld
of the Code or any other provision of federal, state, or local

pursuant to Section 1446
actually distributed to the affected Interest Holders for all p

tax law shall be treated as amoynss
urposes under this Agreement.

credit the allocation of which is not otherwise
of such items for tax purposes, shall
they share Profits or Losses for the

» gain, loss, deduction and
provided for in this Agreem

' ent, including allocation
be allocated among the Members in

the same Proportions as
taxable year pursuant to this Article IV,

10.6  Liquidation and Dissolution,

. 10.6.1 If the Co
to the Interest Holders in accor

mpany is liquidated, the assets of the Company shall he distributed
taking into account the alloeati

dance with the balances in their respective Capital Accounts, after
ons of Profit or Loss pursuant-to Sections 4,1.0r 4.2, - -

10.6.2 No Interest Holder shall be obligated to restore a Negative Capital Account,



)

107 General.

10.7.1 Except as otherwise provided in this Agreement, the timing and amoury of
all distributions shall be determined by the General Managers.

ARTICLE 11 — DISTRIBUTIONS

11.1 Qash Distributions.

LLL1  Nonliquidating Distributions. Distribations of Cash Available for
i ther than distributions jn liquidation pursuant to Section 11.1.2 shaji be made pursyang

to Article 10, above,

11.3 Withholding; Amounts Withheld Treated as Distributions, Tpe Manager js

authorized to withhold from distributions, or with fespect to allocations or payments, to Unit
' local governmenta authority any

pursuant to the Code or provisions of applicable State or local Jaw.
All amounts withheld pursuant to the preceding sentence in connection with any Payment,



—

distribution or allocation to any Unit Holder shal] be treated ag amounts distributed o such Unit
) Holder pursuant to thig Article 11 for alf burposes of this Agresmen;.

114 Limitation Upon Distributions,
-Owners shall be declared or paid unless, prior t
Limited Members sha]

No distribution to Membe
0 distribution, all accum

ARTICLE 12 ~ ACCOUNTING, BOOKS, AND RECORDS
12.1 Accounting Principles. The Company’s books and records shall be kept, and its
Income tax returns prepared, under such permissible method of accounti

unting, consistently applied, as
Company and its Up; .

12.2  Interest on and Return of Capital Contributions, No Unit Holder sha]| be entitled
to interest on its Capital Contribution or to return of its Capital Contribution, except as otherwise
‘specifically provided for herein. - _

12.3  Loansto Company, Nothing in this Agreement shal] prevent any Unit Holder from
i ed or unsecured loans to the Company, - ‘ .

12.4 Accounting Period, The Company’s accounting period shall be the calendar year
_ 12,5 Re
Inaintain records and accounts of af

12.5.2 A copy of the Certificate of Formation and 3 amendments thereto

12.5.3 Copies of this Agreement and all amendments hereto;
12.5.4 Copies of the Cdmpany’s federal, state, and local tax retyrns and reports, ff
any, for the three most recent years;

12.5.5 Minutes of every meeting of the Unit Holders and aly written congsents
obtained from Unit Holders for actions taken by Unit Holders without 3 meeting; and

12.5.6 Copies of the Company’s financjal statements for the three mogt recent years,



12,6 Tax Matters Partuer.

12.6.1 Designation. The Manager, or if the Manager is ineligible to serye then the
with the largest interest in Company profits, shall be the "tax matterg partner" of the

Unit Holder
6221 et seq. and corresponding provisiong of any state or

Company for purposes of Code Section
local tax law. :

12.62 Bxpenses of Tax Matters Partner; Indemuification, Tpe Company shall-

indemnify and reimburse the tax matters partner for a[] reasonable expenses, including legal gnq
accounting fees, claims, liabilities, ' i i

xpressly provided to the contrary in this Agteement, a[] elections

Bxcept as otherwise e
permitted to'be made by the Company under federal or state lays shall be made by the Manager in

his sole discretion,

ARTICLE 13 — TRANSFERABILITY

13.1 . General. Except as otherwise expressly provided in thig Agreement, nejther 3
Member nor an Economic Interest Holder shall have the right to; ~

13.1.1 sell, assign, transfer, exchange or otherwise - transfer for consideration,
(collectively, "sell" or "sale"), : o

13.1.2 gift, bequeath or otherwise transfer for 10 consideration whether op not by
operation of law, except in the case of bankruptey (collectively "gift"), all or any part of his

[

mic Interest. Bach Member- and Economic Interegt Holder heteby




his Membership Interest or Economic Interest g5 security for repaymehf of a liabih'ty, any such
pledge or hypothecation shall be made pursuant to 4 pledge or hypothecation agreement that requires
the pledgee or secured party to be bound by all the termg and conditiong of this Article 13,

13,2 Tirst Refusa] Rights.

1322 The other Uit Holders, shal, on a basis pro rtg to their Units or o 3 bagis
Pro rata'to the Units of those remaining Unit '

_Within ten (10) days after expiration of the ten (10)_day peri ified-in-th

paragraph, the Manag

of any Units that the other Unit H i :
first refusal rights in accordance with the preceding paragraph shall then notify the Manager and the
other purchasing Unit Holders Wwhether they elect to purchase such remaining Unj

shall

Pro rata or allocated in such other manner as the purchasing Unit Holders agree. If no such
notification is recejved by the Manager from any such Unit Holders in accordance with this

paragraph, no Unit Holder shal] have any further firg refusal rights with Tespect to such Units,



then the selling Unit Holder shall not e entitled tb complete the saje to

the selling Unit Holder’s Units sha] continue to be subject to the
this Section 13.2 with respect to any proposed subsequent transfer

under this Section 13.2,
such third party purchaser and
rights of first refusal set forth in

Beonomic Interest Owner); . ‘

. - -13.2.3.3 maintain the status of the Company a5 4 partnership for federa] tax
purposes; and - , ‘ o

' . 13.2.3.4  assure compliance .with ay applicable state ang federal laws,

including securities law and regulations. .

: 13.2.4 Any sile or gift of 2 Membership Interest or Economiic Interest or admission

in compliance with this Article 13 shall be deemed effective as of the [ast day of the

calendar month in which the remaining Members’ consent thereto was given, or, if no such consent

Was required pursuant to Section 13.3, then on such date that the transferor and the transferee both .

comply with Section 13.2.3. The transferring Unit Holder hereby indemnifies the Company and
] damage, or expense (including, withoyt limitation, tax

. M , ,
liabilities or loss of tax benefits) arising directly or indirectly as a result of any transfer or purported
transfer in violation of this Article 13, - o .




13,3 Transferee Not Member in Absence of Consent.

13.3.2 Promptly following any sale or gift of a Member’s interest which does not

at the same time transfer the balance of the rights associated with such Person’s membership
interest, the Company shall purchase from such Person, and such Person shall sell to the Company

. for a purchase price of $100, all such Temaining rights and interests retained by such Person which
Immediately prior to such gale o : i S
such Person’s rights shall not canse a dissolution of the Company

acfuisition by the Company of
and such Person shall no longer be a Member.

ARTICLE 14 - DISSOLUTION AND TERMINATION:

141  Dissolution. The Company shall be dissolved upon the 6ccurrence of any of the

following events:
‘ 14,11 upon expiration of the term specified .in Section 2.4;

14.1.2 by the written agreement of af] Members; or

event .
14.2  Allocation of Net Profit and Loss in Liquidation. The allocation of Net Profit, Net
Loss and other items of the Company following the date of dissolution, including but not limited
i ially all of the Company’s assets, shall be determined

14.3 Winding Up, Liqliidatlon and Distribution of Assetg, Upon dissolution, the



A 14.3.1 Payment of creditors, including Membegs and Managers whg are creditors,
to the extent otherwise permitted by law, iy Satisfaction of liabilities of ¢he Company, other than

liabilities for distributions to Members;

)

14.3.2 To establish afly reserves that the Manager deems Ieasonably lecessary for

contingent or unforeseen obligations of the Com
Manager shall deem advisable, the balance then remainj

those made pursuant to this Section 14.3.3,

: 14.4  No obligation to Restore Negative Capital Account Balance oy Liquidation,
Notwithstanding anything to the contrary in this Agreement, upon a liquidation within the meaning
of Regulation Section 1. 704-1(b)(2) (iD(g), if anry Unit Holder has anegative Capita] Account balance
(after giving effect to all contributions, distributions, allocations and other Capita] "Account
adjustments for all taxable years, including the year during which such liquidation occurs), sych Unit
Holder shall haye no obligation to make any Capital Contribution to the Company, and the negative

balance of such Unit Holder’s Capital Account shall not be considered 3 debt owed by such Unit

older to the Company or to any other Person for any purpose whatsoever.

| . 145  Termination, The Manager i Ji i
~ “Ipplicable [aw pertaining to the winding up of the affairs of the Company and the final distribution
i winding up, liquidation and distribution of the assets, the



every nature and descn'ption, [
ownership, financing,

greementshaubedeemedtohavebeen

16.2

ARTICLE 15 -- INDEPENDENT ACTIVITIES OF MANAGERS
AND MEMBERS

Any Manager or Mempe

Any notice, demand, or communication

duly given if delivered Personalty
ar, if mailed by registered or certified mail, postage and charges p

Go;veming Law. This A

greement shall be cénstrued and enforced in accordance with
the laws of the State of Washingtor, and parti i i

16.3

mmmacwrdaa%mb- ———

Amendments, This

Agreement may not be amended except by the unanimous written
agreement of all of the Members. :

16.5

shall not affec

the strict performance of
act, which would

Violation.

16.7  Rights and Remedies

Agreement are

Headings, The he

adings in this Agreeme
t the interpretations

of this Agreement,

Waivers.

Cumulative, The rights and remed;
cumulative and the yge ‘



/) right to use any or all other remedies,

Said rights and rem
rights the parties may haye by law, st

edies are givey, iy
atute, ordinance of 0

addition to any other
therwise,
16.8 Severability, | s Agreement or the
Person or circumstance shall be jyya]id
Agreement ap( the- applicati

extent permitted by Jay.

16.9 Heirs, Successors and Assigyj
agreements herein contain

16.10  Creditors. ‘None of the Pprovisions of this Agreement shal] pe for the benefit of or
enforceable by any creditors of the Company.

16.11 Counterparts, This Agreement may be executed in counterparts, each of which shal]
be deemed an original and al] of which shall constitute one and the same j;
| 16.12 Investment Représentaﬂons. '
the - Securities Act of 1933
(collectively, the_ "Securiti

[TS: Managing Member

»’843\0PB1M’HNG.AGM



Name

NWLLC

- Schedule 1

Member Information

Initial
Capital
Address Contribution
7610-40th Street West
PO Box 64176

University Place WA 98466

Percent- -

Interest

- 100%



e
~

Schedule 2

Allocation methods under Code §

with Respect to Contributed or Rey

ection 704(c)
alued Property

e —



MEMORANDUM o,

T —————

AMENDED PRIVATE PLACEMENT MEMORANDUM
NW COMMER’CIAL LOAN FUND, LLC
7610-40th Street West -
Post Office Box 64176
University Place WA 98464-017¢
L (253) 565-7255

—OFFERING PRICE - $1.00 Per Uit

————

20,000,000 Profit Participation Upiy
Total Offering: $20,000,000

ORBY THE D

- COMMISSION :

FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY oF
THIS DOCUMENT, ANYREPRESENTAHONT‘OT’HEOONTRARYISA CRIMINAL O S, :

NO AGENT OR OFFICER OF THE COMPANY ORANYOTHERPERSONHASBEENAU’IHORIZED TO GIVE ANY
INFORMATION OR TO MAKE ANY REPRESENTATIONS OTHER THAN THOSE CONTAINED Iy T PRIVATE
N OR REPRESENTATTONS

s> PRIVATE PLACEMENT MEMORANDUM pogs R SIUTE AN OFFER 10 spp; op A
SOLICITATION OF AN OFRER T0 BUY ANY OF THE SECUR s ot RED HEREBY IN ANY JURISDICT1of -
TR ANY FERSON TO WHOM IT 15 UNLAWFDY pn Pk SUCH OFFER OR SOLICITATroN mollON
JURISDICTION, NEITHER THE DELIvERY THIS PRIVATE PLA CRAMIAD xrm s LA
HEREUNDER SHALL UNDRD 4nrv rrem et OF



THEUNITS OFFERED IN THIS PRIVATE, PLACEMEN’I‘MEMORANDUM ARE OFFEREp ONLYTO A¢
INVESTORS, AS THAT TERM I§ DEFINED IN w4 o 460444501, AND) PURSUA

i NT TO waco 460-44A-504,‘ AND
RULE 147 o THE SECURITIRS AND EXCHANGE COMMISSION op THE UNTTEpD STATES

{

The date of this Amended Private Placement Memorandum Is July . 1999,
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. Pro . review
to the Company, tie Proposed opecations of e Companyandany omermaumregaxmngm Memorandym, The
'-Company'alcgalconnselhasﬁllanhedtheCompanywidlanOplnionastoﬂlett&mmnofthc Company a5 4
. availableattheoﬂ‘iceot’the Company

Purchase of Units of interest 1y ghe Company (the *Unite") shoutd o considered a speculative high gy
tavestment and is ot Intended as 3 complete investment progean, Investment iy (e Company {5 designedhci)ilhy for
Sophisticated persons-who are able to bear a substantiag loss of their capitar contributions i the Company,

B. Fund Purpose, —
iabili Purpose

Memorandum the
general public,
C. m s

E, ner, ager,

The Genery] Manager of the Company is N WLL.C. (the "General Momamn .

liabillty conmpany which was farmad In 10ne



The Genera Manager will haye exclusive power and authority with respect to the administration of the
Company and afl aspects of the Company's investments. '

F. Plan Of Distribution,

‘The units are being offered on 5 "best efforts" basis. Units will generally be so( directly by the Company.
Neither the Company nor the General Manager wij| receive commissiong or other compensation for safeg made in this

manner,

. The Company reserves the righe, in certain situations, subject to all applicable laws, to-co nsate registered- - -
broker-dealers or registered investment advisors who introduce prospective Lhnited Members ¢o tllll]fe Coapmm

, . is adjustable from quarter to
* quarter on ninety days advance written notice by the Fund, (See, "The Company and [ts Management-The Yield.")

After payment of all amounts due the Membeys, including amounts for redetmption of Upitg for which timely
natice of redemption was given, the Members will pe etititled to receive, as their residuaf Participation, ajl Company
Cash Available for Disiribution to the extent they exceed tha amounts to which the Limiteq Members are entltled, and
to the extent payment thereof does not cause fhe Company's total agsets tg be reduced below the Minimum Portfolio
Capitalization required by the Operating Agreement, The Members will pe entitled to recojye payments of thejr

Jarticipation on a quarterly basis, (See "‘Iuvcstmeut Objgetlves and Pollcies-Minimupm Portfolio Capitalization, ")

K. Expenses,

The MBITIbem Mﬂpay, on behalf of the Companv. in conrldaretinm ~es ¢
811 OXBaNnLme rol st s 2




nary expenses resulting

sts of foreclosyre
maintenarce expenses,

and collectiop of Mortgsges
from real estate ownership after realization &

ABAINSt mortgaged py, '
will also be OXpenses paid by the Members. gaged property
II. THE FUND Anp ITS MANAGEMENT

A. The Fung,

NW Commercial Loan Funq, LLC, is a Jj
of Washington on May 11, 1998, The

33 an *open-and
nondiversified! The General Manager wiyy restrict the tota
MembmlndUmftchembcmtoworfcwetmdwﬂlo

to maintain the Company"s e,

B. The Yield,

The Co,
the "Yield") on

the current
- Wall Street

anbmbegivmadequatcadmoenoﬁoe
of the quartecdudngWhichﬂ!badiustmentwm
thefr units prior to the

Journat,

investmént comp

"Act"), it engages in investment activitieg

After payment to the Limited Members of ¢4

limited liability company formed ang Organized under the Jgyyg of
Company commenceq business in May 1993, Although the Compamy
any subject to registration under the Provisipns of the Investment Company Act of 1940 (the

which would qualify it, were itnotcxempcfromﬂwAcx,
company* as defined in the Acy,

. ffer the units only through non-pubjic transactions in oy
cmption from “investment company* status under the Act.

mpany will pay each Limited Member a cumulative preferred rate of return (defineq
the Limited Member's units invested, The Yield is Initially defined
coupon Cash Flow Yielq applicable to 15-year

aszzsbasispointxlnexemot‘
GNMA sewriﬂeaaspubushed&om&hwtodmcinw

the Generg] oT,
(90 days prior to the bhe‘amg
become effective) of any adjustment ang

effective date of the adfustment, .

a0 opportunity to redeer,

Percent (1%) of all Cash Available for Distributian, paid quarterly,
¢ current Yield and all acoryed but unpaid Yield from any previpys

Management company which meegs

tho following requirements:
,& rcprmtcd by 00811 aﬂd cash itame flant. 1s.. R
aecurlties, sscuriting nf athar tmernos... .



quarters, and after all redem

paid, the remaining Cagh Ay
/) participation, subj

ptions of units for

which timely request has bee received have beey fully funded sng

ailable for Distribution of tha Company shal] pe baid to the Members 4 their residyal
ectonly to the Minimum Portfolio Capitalization requirement specif

edinthe LLC Agreement. (See
"Investment Objectives and Palicies-Minimym Portfolio Capitalization.")
- D. The Members and the General Manager,
M

and is the Genera| Manager of the
. mited liability company organized under the
n, is domiciled in University Place, W,

m, and commenced operatiop fr 1995. NwLL.c, s
. primarily engaged in the origination and sale of commercial loans, .

The General Manager hag fyyy ultimate authority to.conduct the business of the Company, inoluding the
and execution of alf lnvestment decisions. The Company's performancs depends-to a graas extent on the
ability of the General Manager to manage the Company's assets, : .

43, aScniotVloeridcntbeWL

Robert Coleman, 53, 1s the President of Ny L.L.C. and will assume Mr, Keely's responsibilities on g
Investment Commitfee, Mr. Coleman is also Vice

PreddmtandlfeammofNWFtﬁdlngBRColp.andaparde@m ‘
mNWPundmgLLC..bo&whogzownedbzuﬂLLC. &M&MMWM%MW—
- - Commmnity Bank. He has beeq i Mabmﬂngbuémesaforovuwycam. .

-L.C., has left the Company.

. carnings avaflable quartedly for thoge
tlority on current income,



$5,000,000. The Company wil] permit investments jn short-term agsets based on evalya
this Memorandum, "long term" assets are
f) , term™ assets typjcall

tion of risk. For purposes of
assets typically held for approximately ope g
Yy are held approximately less thap one year.

year or more, Which *short

ion for the Co s,
to values will 00t generally exceed 75% of value in "A" and *p*
“hard money® borrowers ‘ .
- U@y Det tion,

The General Managee wil getecally etermine value of the real propety undeciying a Mortgage py
using as many valuation factors as the General Manager believes are appropriate for a giyen Property, including,
without limitation, last sale Price and date, assegsed value, appraised value, and Property value index for a specifio
region,

() Credit History,
The Company wilf gene
a computer link ¢o Bquifax Cradit

Servi
creditworthiness of debtors on Mortga

rally not invest in Mortgages in defaylt. The General Manager wiy maintajn
Ce8 or other comparable credit reporting agency for ofieg
Praperty taxes are current. Adequate

ges. The General Mana

king and monitoring
ger will also review county records to determine that
insurance wil generally be required on Pproperties. -
(6) Title Insuran e, 4

The Company will generally
existing policy,

purchase a lender's policy of title insurance, or an endorsernent o gq
o each Mortgage acquired, ,

The Comnanv avnants ieas ..



®) Exceptions,

The investment objecttyes of ﬂlelcompany do not uctude the Production of ¢ax deductions ang ¢oy

credits which would reduce an Interest Holdes's taxgple Income or the gy ity thereon,
* for tax purposes, (Sqe "Federal Income Tax Consldd'aﬂouq" and-"Risk Factorg - cﬂ‘t‘:f:o ;'ai.olt{nd:g: l:;:;eg

E. an g, —

The General Manager is au'thodzed to incur alf. FApenses on behalf of the Company which m;y deem
onal expenses of the Company (including expenses of the original offer and sale

necessary or desirable. The Organizs
units), will be paid by the M . . .
The Metmber will pay on behaif of g5 Company, in considecatiog Of s participation in Comppr,
all expenseg relating to office 8pace, quipment, supplies, telephone, salaries of in-houge plgrsonncl, sergijpcgg pokin
, OF Wof Company assets and other

General Manager Teserves the right to walve this requirezﬁent in particular cases, Units
month,

m umj‘Od Membel‘lmﬂlrhn 6 Anmlant




B.  Expenses OF The Offering,

Legal, accounting, and printing costs, administrative filing fees, and organizatiorial eXpenses accrued in

- connection with the continuing offering of Units wif] be paid by the Meniber,

C. Duration Of Offering,
~==1auon OF Offering,

This offering shall remain open until the maximnm subscriptions have beeg received, or uatif the Memper
terminate the offering, whichever js earlier, There is 1o minimum offering requirement. .

D. Plan Of bution,

elects to

shall ol
broker-dealer or investment advisor compeasated to make such introductions be ;
Association of Securities Dealers, Inc. or othier appropriate regulatory body and registered as 5 broker-dealer or
hvwmmadﬂw:uhqu&edhmymmwmchmwﬂlbqoﬁ’c:od. S )

WUWWMMMVWMOM by qualified indiyidus tions L do no
z 3 vest mdamenpabloofmmnquﬂxedshassociatedwiﬂx ¢ Company's investmeny
) ‘s investment Practices, by their nature, should be considered gpeculative and ¢
Involve a substantia] degree of tisk, There are special considerations for pension and other retirement plag investors
In the Company. (Sec “Who Should vest-Investment by Qualified Pension, Profit Stiaring and Stock Bonus Plang
and Individual RedrementAwounts.")

E. To Become A Lintited Member,

To become a Limited Methiber, aq investor meeting the tequirements set forth in this Memorandym, (g,
"Who Should Tuvest") nust sign a Subscription Agreement and Special Power of Attorney in the form provided by
the Company and provide funds by-electronic funds transfer or check in the amount of the subscription to the
Company for the tnvestor's Capital Contribution, Instructions for electronic transfer of funds may be obtained from
the offices of the Company. The General Manager has the discretion to accept contributions by methods other than

electronic funds transfer, under exeeptlonal clrcumstances, Fundg will not be invested, and no Yield will acerue with
respect thereto, untll such funds are "collected* and available to the Company, . '

In ordor to permit (e Fund to comply with federal and state secutities laws, Prospective investors wijy alsp
red to fill out and sign a "Purchaser Questionnaire* in the form providad by the Company, and purchager

representatives of thoge prospective investors who utilize a purchager representative wif be required to £ out and
sign a "Purchager Representative Questionnaire,* The

Information provided by offerees or purchaser representatives

In these questionnaires wil] be maintalned a4 confidential to the fullest exten possible, and it in nat frenw. 4
information will be forwardad 1o anv onvarme eea -



F. Approval by the General Mang er of all Investments

The Genera] Mang

by Limiteq Members. '
BET reserves the right nat 1o admit any proposeq Limiteq Member prio; to the acceptance
of his or her subscription,

All funds recejveq by the Company from Prospective Limiteq

Bach mbe:hinvitedtonwctmmthonmMuugam
of, and receiveanswemﬁomitconmnmg feems and conditions of g offering
investor may want to obtaln additio

No offer shall be considered to haye been

made by the Genera] Manager unti 5 fully completaq set of
recelved apd approved by. the Member, :

V. WHO SHO

ed in section 3(a)2) of the Securities Act of 1933 (the * 193
and loan association or other institution g5 de

fined in Section 3(aX(5X(A) of the 1933 Act wheth
» Ay broker/degler registered

pursuant to Section 15 of ghe Securities Bxchange Act
urance company as defineq in section X(13) of the 1933 Act; in

o, if a self-ditecteq plan, wi
olely by persons that Are accredited nvestors;

(b) Any private business develonmeant namenc.-.
Art An® 10uA

. A o~



Rind

dLy

©) Any organizatioy described i Seqtign 501©)(3) of the
/j M assachusetts or

similar business Trust, or Partnership,
offered, with. tota :

Interng) Reven
not formed for fhe sp
| assets In excesg of $5,000,000,

i ue Code, corporatlon,
€Cific purpoge of acquiring the securities
(d) Any directo

I, executive officer,
or any director,

Or general parter of
executive officer, or general

the issuer of ¢,
Partner of a genera)

(© Any natura person who had ap individual income In excess of $200
years or joint income with that person*

1'8 5pouse in excegy of §300,000 in each of those y
CXpectation of reaching the same income level i the current year;

Commissing gng
¢ sales made ﬂlutateotwﬂshlngmnmaybe
! s, and saleofbltcremhotherstawamayalsoaﬂéct suitabitity
mboappuedinﬂwstxteofw n. ‘

' ALy investor having any qQuestion ing suitability standardy Or auy other aspect of the offering shoylg
contaa'K‘:;Z Bymo, Manager-Manbcx; fNWLL.C. 2 (253) 565-7255. The Genera] Manag
to accept or reject any mbscdpﬂqxi,_‘l.n 1ts sols discretion, .

- unmtntthompanytmdffemdmreHanceuponstatemdfedemlemnpdm&om glstration for
Bonpublic offerings, ‘and (e Company will not pe reglstered under the Investment Company Act of 1940, Bach
Prospective investor wilf be to satisty the suitabiliry standard referred to 8bove and to represent that he or
she: )

*

for Investment Putposes only, ang Dot with a view

Additiona] Sultability requir

ements or restrictiong o investment may be applicate under the lawg of cortain
states in which the Units may be offered.

B. t B ified ension, Profit aring And Stock onus p ividual
Refiremont 4coounts, - L And_Indiyi



Partaers must comply with complex fiduciary ang tax requiretnentg imposed by (he Deparﬁnem of Labor ("1yyy *
ue Service (*IRS"), THIs LIMITED DISCUSSION g NOT INTENDRD TO SUB.;T(]?%E

FOR THE ADVICE OF INDBPENDENT, QUALIFIED LEGAL COUNSEL,

A fiduciary considering investing a portion of the assets of a Qualified Ply iy the Fund shoulq tag 1,
account the particular fagts ang circumstances of such plan, and shoyld consider among other things: (j) whether the

{s-an
relevant plan instruments Permitinvesting in 4 limited liability company; (ij) the definition ¢ fplan assety ERISA
and the application of DOL cogulations; (iii) whether tho inyestmen: salisfies the diversificatiop, requirements of
- Section 404(a)(1)(C) o ERISA; (iv) whether unger Sectlon 404(a)(1)(B). of ERISA, the nvestment g prudent;—— -

Considering the naturs of the fnvestments of the PFund, its compensation structure, and its refgiye liquidity; ang W)
Whether the Fund or the General Manager or any of jts affiliates is 2 fiduciary or 4 party in ineregt the Qualified

" Regulations Concerning "Plan A ssetsh

after thclastécquisiﬂbn, 25% or more of the value of any class ofequltylntcrestsh the entity

(disregarding the holding of the Members than

Investors. The General Mmgerhﬁnds to limit the participation in the Company by Benefit Plaqn vestors to the
Inv ignificant

extent necessary so dxatpatﬂctpaﬁonbmecﬂtPIm ! the
Regulations, Therefore, it is not expected that Company assets will constitute *pjan gsgapen of plans that acquire
U : 4

Although not expected, if for any reason Company assets were deemed to constitute plap assets: (1) an
ERISA Partner's Investment in the Unjtg might constityte an Improper delegation of fiduciary Tesponsibility to ¢he
. llity under Limited

0 an exclse tax and to certajy remedial
result in its disqualification witt resulting tax to jtg pe



income, and capital gains on Mortgage investments, to the extent not "debt ﬁnanéed, " are generally exempt from

UBTI. (See "Rederal Income Tax Considerations~Unre1ated Business Taxable Income",) :
- Fiduciaries should consult their. own tax adyisors fegarding the federal income fax consequences of investing assets
of an exernpt organization in the Company.
THE FOREGOING DISCUSSION 1s MERELY A SUMMARY OF ISSUES A PLAN FIDUCIARY

SHOULD BVALUATE WHRN CONSIDERING AN INVESTMENT INTHE FUND. PLAN piycyy RIES ARE
URGED TO CONSULT THEIR 1BGa], ADVISORS BEFORE INVESTING FLAN ASSETS IN UNTTS O THE - .

ggg]ggg Provisions

VII. TRANSACTIONS WITH MANAGEMENT

A, Purchases and Sales of Mortgages Yith Affiliates,

“The Member and its affiliates will pe a primary source of supply for the Company in acquiring new
.Mortgages for its portfolio, There may also be times whep the Metnber or one of its affilfateg acquires g Mortgage
from the Company in order to provide the Company with liquidity, The Member will not be entitleq to recelve a
commission or other compensation at the time ity gellg g Mortgage to the Comnany ar fints .+ e

lnvestment by the Comnanv whink .. ~.



5

The Genera| Maniger wilf yse its best efforts to ayold 4 actual conflict of interest in it Purchase ang g,
decisions. It wilf adopt a genera methodology which wil calculate the value of any Mortgage a3 its totg] re,
principal balance dye, Maining

B. Investmentg By Affiliates,

From time to time, the General Manager/Mcmbers may accept as Limited Members jn the Co
affiliated entitfes, ' mpanym

C. Other Responsibilities of the General Managey.
mpany and
affiliated,

_ : .
to involvs a high degree of risk and tha Investor st pe Willing and sble ¢ Weather Perlods in which ¢,
Company Pays little or no retyn, on lnvestment, -

} 2. Mﬂm&@ﬂg .Kevin Byrne ang Kerry Kecly, employees of N w LL.c, be
responsible For providing administratiye ang executlve manageient services fy NWLL.C. win respect to ?eumm
Bervices it will provide for the Company. If either of these peaple Ar¢ unable, for any reagon, to dischatge thejr
duties, the Company might sustain losses, experlence a reduction In its refurng on inkunent. or incur delays i
liquidating jtg investment, , : .

underlying deeds of trust, mortgages and ge ers' interests In reql egtate contracts, and the capacity of a borrowey on
3 promissory fote geenred by teal Praperty to pay the deb promiptly in accordance with the termy of the abligation,
There is a risk thy¢ adverse general economic conditions could affect the profitability of the Company and i, ability

to pay the Yield. |
. 4. Concentration of estments In Cortafn ’ lle Regions, At fagg during its injgja) Years,
the Company will enq fo concentrats jtg Investmens in Mortgages on Properties located ip few wantarn me.e 0
ashington, 1dabo, Real estaty markets and oo PO
tistic .



)

. the'Company will invest'are often persons who do ot qualify for conforming or

S, Lack of I uidity, There is o public market to provide liguig for the Units, ang-
is expected to develop. The Company wij| be the oaly source of liquidity for thequfrlut{ed Members, an‘:ing 12(;)2‘::?;
that the Company might not be able ¢, liquidate jts investrents Promptly or that theps might be more demands for
an the Company coylq redeem at any one time, causing the Company (o incur delays or losses in
Limited Members' investmens, Limited Members should expece that the Units wiyy continue to haye

6. Borrower Defayits, Borrowers and purchasers Who are obligated yp e the Mortgages in whjoh
Ly
generally be regarded as higher rigk borrowers, with an increased sk of default 1n Payment of ¢ge

Information or that e ) dditionali

be aware ofﬂnepossibﬂityofoccumncq which conld haye an adverse eﬂ’wtonpmperty values, such a4 rezoning,
nelghborhood changes, highway or airport relocations, discovery of hazardoys Materials

Property, ' ,

Mcmbcrwmtwctvq the extraordinary profi. By
mapooﬂy.melhnlwduembemwﬂlbemﬁdedto bepaidﬂineldmdany
Limited

accrued and unpaid Yield befors the M recelves any returns from e Pund at g1, Therefore, the
must be prepared to t some on ﬂxeirpoteadajupsidoretxunslnoonsldcmaonomeirbemg

Pprotected from some of the downside risks of the Company's Investment results,

be the M . etlod,
_ 10. Fund Liability for Third Party Clalms, As & rogylt of lnvesting in Mortgages, the Company may
be subject to liability to various third parties, The ownership, aperation or, possibly, holding of mortgage or deed

of trust agalnst Property on or near whiek hazardous substances have been discovereq 13y subject the Company to
substantial labilities under laws and regulations pertaining to hazardoys Wwaste. In addition, gy 4 result of cartain

S N T I T

federal] guaranteedbankﬂnancing:' -



B. Risks In Limited Liability Company Strycture, . . :
1 Lackof Control. Limited Metaberg iy g 10 rght to partcigars 1 the managemen
Company or in (he conduct of its businags, : ofthe

' 2, etion ofGenéral A 'lheGmaralManagcrhas_disawon to invest any o f

the assets of the Company in any Mortgages itdeenuftppmpﬁate atany time, The GenmlManaga- mnﬂtm

Investments ch rding] _ Companyunlessheorshe .
Manager,

cettain activities k
failare of such Petsons to remain as officers of NWL.L.C. would likely ‘have 3 Material adverge effect on the
operations of the Company, ) .

Or passage by

Agreement, ‘ S
. - Restrietion on Liquidity, Ty nsfers of Company Units nd Re tmptions, An inveétmentin the
Company Involves substantlal restrictions on liquidity and Units are not freely transforahje, There i3 no marke for
any, and no market jg expected to develap. Consequently, Limited Metmbers wiff po unsble to

Units of the Comp
redeem or liquidate their Units except by withdrawing from the Company in Accordance with the Oneratine

et Llnﬂtbd Me'nbeu may be unablc to uquldm ﬂloll' Invmneﬂf Nramedt.a. o
OF fOr any other rearnn Attt v o o 20



8. Conflicts of Interest, The Interests of the
. aral Moo ik
Interests of the General

Manager, However, the fiduei
good faith and integrity in resolving any

investors may he inconsisten; in 50

inve me respects Wwith the
ary obligations of the Genera] Manager requires that j¢ exercise
conflicts of interest, (See "Transaptiong with M.

anagement, *
C. Certan Tax Ré!atml Risics,

Himite .ossu,deducﬁom.mdmdimfnw@uﬂngthcir incoms taxes,
Accordingly, the tax ences to anbcmofminvwmmmtbeCompanyWquJcndupbnmcfedau
incoﬁlctxxclassiﬂcaﬂonofﬂmCompanya'sa 'patmmmp.'mdnoman&mcimon )
f this status, md_ﬁofaﬂummmeaqlcwqumofﬂlcfnmu&vm&de
Code”) and regul. 05 can result in taxability of the Compmyasaoofpotaﬂom
Revenue Service ("IRS") of e Company

; results of the Company ' activities,

to achieve an economic gain, The mix of o id capital gaing or losses may incregse
the tax liabitity to each Individual Limiteq Members in excess of e dollar benefits gajned from any appreciation of
the Company's equity.

While the Company Intends to geek advice of legal and accounting professionalg i oy Matters, thete
can be no assurance that the positions of the Company g5 (o the tax consequences of jtg Investment Stratogles will pe
accepted by the IRS. o



)

in the Company, 'Ihaemay’vaxywiﬂxﬂ:oidmt&ymdmmsof
: PROSPECTIVE LIMITED p,y :

Member may realize taxable income from the Company, although from g4 economic standpoint the Company nay

5. Limitation on Deduetion of Passive Losses, It is possible tha a Limited Member may have
Passive losses and %ucw by the 1986 Tax Reform Act, may suspend
such losses while the Limited Member g feport all of his or her portfolio income, Due.to passive loss limitations - .-
under Section 469 of the Code, the Linited Member cuay be requizeq g eporttacome when fe or g actually suffers

an economic loss. , .
. 6. Limitation on Deduetiby o Inestment Interest, Bocanso o 1 limitations under e (iogs
on the deductibllity of interest incurred ht-lnmtmompmposu, it is possible thay 5 Limited Mempep would not be
» If a Limited Member Invested wiry borrowed funds) eyrreq
during

| 7. Future Federal Income Tay latfon or Changes in R tions, ﬁctéderalincométakas«-
amthcsubjcctofwnﬁHUIngMIﬁnympmposaufOtamcnquu, In1997.Congrmpassedﬂ1c1997T ayer
Relief Act, whichmadebmaddxangwtometaxeodc. Anymchnewlegishﬂonmayaﬁwmctaxnu&of
incometolimitedMembers. Anasmwofmmoﬂmsormynxlawchangeammbeevﬂwbym

‘ . I nal a.ﬂ:emSmlghtlssuenewréguIaﬂons;
possiblywithtctroactiveeﬂ’ect.whkhcouldmumalossor'parwipfﬂauufortaxpmpose& '

IX. FEDERAL, INCOME TAXx CONSIDERATIONS

The following is inW to summarjzs eettain geeral principles ag jo the tax consequenceg of an investmens
the 23 an individya],

Al tus As A ership,



The Omnibug Budget Reconciliation Ay of 1987 ("1987 Ace¥) contains provisjgns that Producs adyerg tgy

consequences for publicly traded Partnerships, Under the 1987 Act, publicly trageq Partnershipg g were not in
eXistence on Decemper 17, 1987, will be taxed as corporationg unless at legg 0% of the 8r0ss income of gnoh
bartnerships js "qualifying income" under Sectjon 7704(d) of the Code, "Quaufying Income* includes interest,
dividends, and gains from the sale of other disposition of securities. The terny "publicly traded partnership i defined
f these provisions ag any Partnership whoge interests are fraded op p established securities market or

' Alfhough the matter is no¢ entlrely fres from doubt, Rotwithstanding the above discussion, 15 the opinion of
counsel, the Limited Members should be treated g5 equity Participants in the Company rather than boldery of debt

instruments
B. ences To Member ang Limited Membey., ‘
Company is taxapie 45 & partnership if is no¢ subject to feders] Income taxes o its
or

If, as anticipated, the
income; rather, egch Interest Holderlsrequlredtqrepott on his or her federg| ,
share of all fterns of incoms, gain, loss, deduction ang credit of the Company for the Interest Holder's taxable yeqr .

within which the Company's tax e Year ends, regardless of whether the Company makes A0y sctual disteibution ¢,
the Interest Holders during that year, , :

| As indicated above since the Yield limitation has certajn oharacterlstics of dap the IRS my challenge the
Status of the Limiteq 43 limlted parters for federal income purposes Therefore, ¢he IRS mpt



s partof the loan terms, Fo; both cash and ageryg basis taxpayers, payments receiyeq iy advance for Prepaid interest -
are income i the yeqr received, provided go restriction has been Placed upon the yge of those fup s, Therefore, eyen
though the aceryal method applies overall, prepaid interest will pe taxable in the year of recejpt,

An Interest Holder may deduct his o her distributive share of the Company's losses (ordinary o capital) only
to the extent of hig or her adjusted basis in his or her Unitg of the Company at the end of the Company taxable year

and even then, only to the extent the Interegt Holder is “at risk" at the close of the taxable year.

) . Generally, a Limited Member's injtialadjustedbasisinhisorherUnitsisequaltohisorhercashcapltal - .
conttibutions to the Company, Ap Interest Holder's basis will also pe Increased by his or her total distribytiye share  ~
distriby

Of Commpany income, gain aud certaln partgershyy lisbilities, and By: (1) his or tier tofyy share of
Company fosses; (2) total Company distributiong mads to him or her, (3) decreases in the sharg of Company liabilities
Previously included in his or her basis; ang (4) his .or her ve xhare of other expenditres s Le,,

A Limited Memberwmbeconsidmd "atdsk'_'toﬂwextentot‘: Q) dthimjtedManb‘er'xacmal
. i )

'~conm‘budommtthompany.plusQ)anyotheumoumwmchheorshe actuall !
for which he or she is Pétsonally fiable or has pledged ag security other Property not refateq to this acﬂvit);), plus (3)
and Company

the ted Company income allocable to g Member, Joss () losses deducted in prior years ang

-

&aing and logses, ‘ ' . .

In general, an Interest Holder's niet short-term capital gain (i.e., the excess of shor(-tcnn capital gains from
Ces over niet long-term capital loss from ajf sources) s taxed at ordinary income tax Iates. An Intereg Holder's .

all sour
net long-term capital gain (i.e., the eXxCess of net long-term capital gain from gl §ourceg Over net short term capital
loss from a| fources) will be taxed a¢ long-term capita galns rates, If ag individual Limjtag Member hag g e capital

termm loss from all goupoeg exceeds total long-term gng short-term capital gain from
all sources), e or she may deduct those losses againgt other income Up to 8 maximmm of lesser of $3, 000 per year
or his or her adjysted gross lncome. Any excegy over the $3,000 limitation 1y be carrled oyer 1, offsot capital gafns
Or ordinaty income subyject o the $3,000 limitation {g future yoars, If the Limited Member 45 4 corporation, the pet
capital loss can only be used to offyet capital gains, with Ay excess carrled back fiegt to the three prior years and they

carried forward to the fiye subsequent yeqrs,

loss (i.e., tots] long-term or hor.



‘ C. Possible Anplicaion OF Seeion dgy o 1y, Code,

_ TheGeneraJ Manager befjoyeg that it is more likely than 1ot that income op loss reportag by the g any
will be cousidered eittyer Passive or portfolio income of loss under ¢he Provisions of the Code. Thcrefore, potential
investors should consider the following discussion of Section 469 of the Code, :

, e income or Jpgses of the Company are determined to pe income of loss from 4 passive
activity; soncorporate Interest Holders (g eettain corporations whigy Are personal service corporationg or gre closely
held) should consider the impact of the limitation on ha deductibility of lossés and credits from Dassive e3 under -~
Secﬁoﬁ469ot‘ﬂwCodeu byﬂ1e1986TaxRefom1Act Under's, on 469, | es and cr,
are allowable only.ag. i
under Section 469 and ma

ty orénywﬂﬁtjwhlch Involves the ¢,
memxpaycgdounotmatedany_ ‘Participate, For putposes of of the Coda, taxpayer
aamatadauyparﬂcipgdngfnmwﬁmytmemxp the seven gaf,
&¢t forth in the )
(the number of hors worked)

es
. the quantity oftaxpayer Participation
Dature of the services rendeged,

€. The passive or non-
Is not considered ¢ b a

etuber Who borrgys fo
any and the deductibillty of 4 Boncorporate Limjgeq Member's 15

of interest expengs (if any) paid by the Company mmay be limited, The Company doeg no; intend to inswsm ame. s .
€Xponge, so the analysis below wijy 8pply only to Interest naid o 1 totr. ¥

the Company, In ordar tn dus.. o P!



Under ihe 1986 Tax Reform Act, a-noncorporate taxpayer's deductioy for "investment interest” i Timited
to the amount of the taxpayer's "net investmeny Income, * "Investmenthtcrcst" is defined g4 any interest expense
Which is paid or accryeq on indebtedness incyrreq Or continued to purchagn op CAITY property held for investment,
"N »" which is the €ap on the deductiog of "investmeny interesy, g defined as the excess of
“investment Income™ over “investment expenses. " "lnvestmen; income” i the Sum of interogy, dividends, annuities,
foyalties and net capital gains on the disposition of property held for investment, by only to the exten; that they are
Dot derived from g trade or businegs, “Investment CXpenses” are any expenses other thap interest for which a

le and s directly connecteq with the Production of investmen; income. Ingeragt expense that is

disallpwed becayge of the investment interast limitation continues to be allowed 43 a carryover g later years and {s. .

deducted to the extent of the limitatiop i iy carryover year,

Although the interest deduetion limitations are jn parg summarized herein, each nyestor should consuie s
or her tax advisor regarding the pot Iimitations on tha deductibility of fﬂt&l‘estvemcnse.

Under the Tax Reform Actof 1986.certa1amlscellaneous itemized deductiong (incmdiug investmentexpeme)
are deductible by taxpayers who are individualg only ifthe aggregate amount of the deductiong exceed two percent
%) of the individual's adjusted grogy income,

Because the effect of the alternative minimym gy varieg depending upon each
financial position, each Prospective Investor i advised to congylt with his or her owp tax advisor concerning the effact

of the alternative minimum tax on such investment. ‘




M)

F, Tax Allocationg in Genergl,
\M

ons Limited Lisbly Company o g each M ed Member v b, g, original

ember and Limyjy,
capital accoun equal to the cagh contributed by the Member apg Limited Member ¢, the C'Ompany,

and increases in Interest Holder's capital accounts, as well a5 other relevant atters, ¢an pe dealt with 44 Lairly 3
Rulings

Aldmugh the General Manager beljeye the allocations iy the Operating Ag